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Born with the electric light 
and power industry, The Okonite Company has 
progressively kept pace with its growth and chang- 
ing needs through sixty years of specialized expe- 
rience in manufacturing insulated wires and cables. 


From such special vantage point, Okonite has seen 
the important happenings in the career of this great 
industry. Over the years, we have watched the mar- 
velously rapid yet efficient development of the 
electric utilities’ generation, transmission and dis- 
tribution plants. 


Their domestic electric service has been a major 
contribution to the national health, comfort and 
convenience. The power service from their lines 
has largely caused that vast industrial expansion 
to be found only in America. Our world leader- 
ship in standards of living and other modern prog- 
ress could not have been accomplished witheut 
this unparalleled service and enterprise. 


We hail these utilities as the keystone of our 
national electrical structure and as one of the main 
foundations of our economic system. 


GRY THE OKONITE COMPANY 4A 


Founded 1878 
EXECUTIVE OFFICE: W PASSAIC, NEW JERSEY 


HAZARD INSULATED WIRE WORKS DIVISION THE OKONITE-CALLENDER CABLE CO., INC. 
New York Boston Seattle Buffalo Chicago Dallas Detroit Atlanta 
Philadelphia Los Angeles Pittsburgh St. Lovis Washington San Francisco 
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TT meeting of the National Association 
of Railroad and Utilities Commissioners 
at New Orleans, November 15th to 18th, 
marks the 50th annual convention of that 
body. Because of some prior history which was 
interestingly reviewed by the association’s 
general solicitor, John E. Benton, in the pro- 
ceedings of the 1937 convention at Salt Lake 
City, it would perhaps not be entirely accurate 
to call this the Golden Jubilee of state com- 
mission regulation. But, at any rate, con- 
gratulations are always in order for the great 
work accomplished by the commissioners and 
we editorially extend our sincere best wishes 
to the New Orleans gathering which truly 
witnesses a Half Century of Progress in the 
field of regulation. 


From a relatively modest beginning as a 
handful of state boards with greatly limited 
jurisdiction, chiefly over the railroads, the 
jurisdiction and prestige of the state com- 
missions have flourished and expanded until 
today regulation approaches a science in its 
own right and is certainly a career for those 
who practice it. Probably no other single state 
office has, within the last half century, sent so 
many men on to governorships, to the United 


WILL M. MAUPIN 


“Never having had a thing to do with oper- 
ating a railroad, I claim to be in a position to 
give them the very best kind of advice.” 


(SEE Pace 632) 
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the Editors 


States Senate, and to other high and ‘ 
tinguished posts in the public service. 


PerHaps the most impressive evidence of 
this rise in the importance of the rdéle of the 
state regulatory commission is the manner in 
which utility regulation has received more and 
more special attention in the curricula of pro- 
fessional schools of our great universities 
throughout the nation. For example, a mere 
quarter century ago there was not a single 
special course taught in public utility regu- 
lation in the various law schools of the United 
States. We seem unable to ascertain just 
when and where the first course in this sub- 
ject was instituted. But by the beginning of 
the fall semester of 1938, there were 114 law 
schools which catalogued special courses in 
this subject. This bloc represents almost half 
of the accredited law schools in the United 
States and includes, by any standard of 
measurement, virtually all of the more im- 
portant schools. Furthermore, half a hundred 
schools of commerce and economics have in- 
stalled special courses in the study of utility 
regulation under the commission system. So 
it is with the various university schools of 
business administration and engineering. With 
each succeeding year, more schools must be 
added to the list. 


Tuts is disinterested, independent, and 
therefore trustworthy, evidence that state 
commission regulation is growing more im- 
portant. The system has its critics. There 
are some few who say that it is futile and 
will eventually be supplanted by public 
management or something else. But the fac- 
tual indications are to the contrary. Every 
year regulation becomes more detailed, more 
expansive, and, of course, more expensive. 
Since the advent of the New Deal alone, five 
new Federal regulatory commissions of va- 
rious character have come into existence (the 
Federal Communications Commission, the 
Securities and Exchange Commission, the 
Civil Aeronautics Authority, the U. S. Mari- 
time Commission, and the National Bitu- 
minous Coal Commission). Moreover, the 
regulatory powers of two of the older Federal 
commissions (ICC and FPC) have been 
greatly augmented. Add to this the continuous 
strengthening and broadening of state com- 
mission powers by the state legislatures and 
the conclusion is inescapable that commission 
regulation is not only here to stay but is very 
much on the march. Needless to say, much 
credit for this growth must go to the fine 
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PAGES WITH THE EDITORS (Continued) 


record which the state commissions have 
themselves compiled and the vigor of their 
influence, exemplified in their own organiza- 
tion—the National Association of Railroad 
and Utilities Commissioners. 


¥ 


re. reasons above stated, it is eminently 


fitting that we feature as a frontispiece in 


this issue, an engraved reproduction of the 
portrait of a well-known member of the 
Massachusetts Department of Public Utilities, 
Henry C. Attwill, now deceased. Mr. Attwill’s 
long and active record in the field of utility 
regulation is obvious from the very fact that 
he became the first chairman of the Massa- 
chusetts commission, as presently organized, 
in 1919 and for seventeen years—until the year 


of his death, 1936—he labored faithfully in 
this vineyard. 
sented on October 21, 


The original painting was pre- 
1938, to the Essex 


County Bar Association by a committee se- 
lected for that purpose. The painting from 
which our reproduction was obtained now 
hangs in the Salem Court House. We had a 
special interest in this recent ceremony, which 


is shown in the following opening passage from 


the presentation address by Mr. Attwill’s life- 
long friend and former colleague, A. C. 
Webber : 


“May it please your Honor, and Mr. 
President: Soon after the passing of our 
dear friend, a committee was organized 
consisting of Honorable Vincent Brogna, 
Justice of the Superior Court, Honorable 
Charles J. Brown, Justice of the East Boston 
Court, Honorable Charles W. Mulcahy, 
Honorable Thomas C. O’Brien, Leo 
Wyman, Esquire, and A. C. Webber, Es- 
quire, to arrange for some suitable me- 
morial. After canvassing the situation a 
portrait was agreed upon, and after viewing 
some of the work of a well-known Boston 
artist, Mr. Joseph Tepper was engaged. As 
the artist had not the honor of knowing Mr. 
Attwill in life, it was necessary to bring 
photographs together, none of which, how- 
ever, did full justice to our dear friend. 


Fortunately it was remembered that in the 


Public Utilities Fortnightly some years 
ago a fairly good likeness of Mr. Attwill 
at his desk appeared. The editors were 
contacted, and gladly codperated, and at 
their own expense obtained and sent us the 
original photograph. To them and their 
publication, public acknowledgment of their 
generosity is hereby made. From that, the 
artist, to the enhancement of his established 
reputation, and Art itself, has created this 
splendid and strikingly lifelike resemblance 
that has met with universal praise ... This 
portrait, it is now my distinct honor, on be- 
half of the committee and some fifty con- 
tributors, all close friends of Mr. Attwill, 
some of us of the Suffolk Bar and of other 
bar associations of the Commonwealth, to 
present to you of Essex, to take its place 
among your most illustrious sons, and 
worthy of your best traditions. It is our 
sincere belief that the name and memory, 
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RANDALL R. HOWARD 


Modern systematized safety control can be 

explained by the accepted insurance principle 

that it is cheaper to prevent accidents than to 
pay for them. 


(SEE Pace 622) 


the contribution to public service, of Henry 
C. Attwill will serve as an inspiration to 
those who are to follow us.’ 


¥ 


MONG other issues which the National 

Association of Railroad and Utilities 
Commissioners will have to consider more and 
more, in view of present trends, is the ques- 
tion of regulating publicly owned utilities. 
This has always been a serious question but 
in bygone years when gas and electric service 
was more or less confined to city boundaries, 
the problem was not so pressing. Our lead- 
ing article in this issue is a survey of state 
commissioners’ opinion on this subject, assem- 
bled by Francis X. WetcH of our editorial 
staff. 


The other articles in this issue are written 
by Commissioner Witt M. Maupin of the 
Nebraska State Railway Commission, who is 
well known to FortNicHTLy readers, and 
RANDALL R. Howarp, noted expert on acci- 
dent prevention research, whose articles on 
safety have appeared in numerous periodicals. 
An alumnus of Oregon Agricultural College 
and the University of Michigan, Mr. Howarb 
was for five years on the staff of the National 
Safety Council in Chicago. 


THE next number of this magazine will be 
out November 24th. 


Ic Gdétoes 





FC 


Incr 
ments 2 
demanc 
profita! 
econom 
using d 
New E 
ing mai 

Desig 
figurin 


, one cel 


dollars. 
makes <¢ 
ing on 
pe & 8 

carryir 
It has « 
heavy 

other ¢ 


—-— ¢ =e we SO lo 


November 10, 1938 


Public Utilities Fortnightly 





ube this new . 


Remington Rand 


PORTABLE ADDING MACHINE 
... with Direct Subtraction 


FOR PLUS SAVINGS 


Increased governmental require- 
ments and sharper competitive methods 
demand a “‘cut costs’” policy for sound, 
profitable management. You can effect 
economies right in your own figure- 
using departments with the aid of this 
New Remington Rand Portable Add- 
ing machine with Direct Subtraction. 

Designed for today’s more intensified 
figuring needs, this portable adds to 
one cent less than a hundred million 


' dollars. Simplified 10-Key keyboard 


makes operation easy and simple. Weigh- 
ing only 1642 pounds and measurin: 
only 8 by 14 inches, it offers aneaaaiied 
carrying and space-saving convenience. 
It has every other feature essential for 
heavy duty performance, and many 
other exclusive economy features. 





7 


Days Free Trial 


Put plus-savings into 
your figure-handling op- 
erations for a week. Mere- 
ly mail the coupon for a 7 
Day Free Trial. Prove to 
yourself the savings you 
can realize. Inquire about 
the cash price and easy, 





convenient terms. No o 


TIME - MONEY 
SAVING.. 


Geatures 


ADDS $99,999,999.99 


DIRECT 
SUBTRACTION 


RAPID 
MULTIPLICATION 


AUTOMATIC TOTALS 
COMPACT 
LIGHTWEIGHT | 
SUB-TOTALS 


HANDY 
CORRECTION-KEY 


NON-ADD LISTING 








ligation. 


——=— =a ee eS ee eae eseewwvweeewee ee ee | 


Remington Rand Inc. Dept. U 1110 
465 Washington St., 
Buffalo, N. Y. 


Gentlemen:—Without obligation please send me full information on 
your New Remington Rand Portable Adding Machine and tell me about 


the 7 Day Free Trial Offer. 


City .cccccccccceces 


ewecovcctanececseces State...ccccscccccccccccs 


=e ewe eo ee ew ee ee ee ee ee ele eee ll 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








In This Issue 


7 


In Feature Articles 


Regulating public ownership, 611. 

Questions on the regulation of public owner- 
ship, 612. 

Replies of various state commissioners, 613. 

Irregularities through political pressure, 618. 

So-called double standard of regulation, 619. 


The lessening accident shadow in the utility 
field, 622. 


Workmen’s compensation laws, 623. 
Annual meetings of safety congress, 624. 
National control of public utility accidents, 


Types of industrial accidents, 629. 
Classification of accidents, 630. 

Plight of the railroads, 632. 

Subsidy to shippers, 633. 

Unregulated competitors of the railroads, 634. 
Cultivation of public relations, 635. 

Wire and wireless communication, 637. 


> 


In Financial News 


Utilities’ stocks gain on electric bond an- 
nouncement, 641. 


New bond issues popular, 642. 

Electric appliance sales gain, 642. 
Costs of new financing, 643. 

Cities refuse PWA power grants, 644. 
What is “interstate,” 645. 

Corporate news, 645. 

Interim earnings statements, 646. 


In What Others Think 


State commission chieftain looks at Federal 
gas regulation, 647. 

Power concentration in government and in 
corporations, 648. 

Is there any future for manufactured gas, 650. 

FPC head urges natural gas codperation, 652. 


A quarter century trend in electric and living 


costs, 654. 
¥ 


In The March of Events 


FPC holds gas hearings, 657. 
FPC sets joint hearing, 658. 
News throughout the states, 658. 


¥ 
In The Latest Utility Rulings 


Delay in approving bond issue not justified 
by pending rate dispute, 665. 

Conditions imposed by New Jersey board in 
authorizing bond issue, 665. 

Service application must not contain confession 
of judgment, 

Depletion of wenn capital criticized when 
company seeks loan, 666. 

Interest rate reduction on bonds of subsidiary 
utility, 667 

Free use of gas under natural gas lease, 668. 

Municipal plant rates to outside water com- 
pany, 668. 

Regulation of rates of company operating 
municipally owned plant, 669. 

Telephone exchange base rate areas and ex- 
change service areas, 669. 

Miscellaneous rulings, 670. 





PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 177—240, from 25 P.U.R.(N.S.) 


NOV. 10, 1938 





November 10, 1938 Public Utilities Fortnightly 





RURAL TELEPHONE BODY 
PROTECTS ALL EQUIPMENT 


Rural telephone equipment is of a different nature 
than urban installation equipment. It requires a 
body that will carry an axe, a stepladder, batteries, 
and occasionally crossarms in addition to the sets, 
tools and hardware. This 4551 body carries all the 
equipment within the body line. It has, between 
the boxes, a platform width of 46 inches for the full 
length of the body. The body is available in a 75 
inch or 90 inch length. 


A patented ladder holder keeps both ladders 
secure in transit. The handle for clamping into 
position is in an accessible position to the rear of the 
body. 


A similar body is available for rural cable splicing 
work. 


largest Exclusive Manufacturer of Standard Utilities Equipment for Motor Vehicles 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“The demand and, therefore, the market for electric 
power doubles every five to seven years.” 


* 


“Rural electrification enables the rural community to 
hold its own against the magnetism of the city.” 


* 


“Taxation through municipal utility rates is not a fair 
basis for apportioning city administrative costs.” 


a 


“The gas industry was being prepared for burial in 1919, 
Today it is a solidly established business with one of the 
brightest futures of any major line of enterprise.” 


¥ 


“Strange as it may seem, motor carriers asked for 
Federal regulation. They have it now. Like the rail- 
roads, however, they are bound to get more than they 
will want.” 


* 


“We've got a pocketful of money up there to distribute 
to communities that can prove they have economically 
sound projects, and we want action in getting those 
projects under way.” 


¥ 


‘... we can reduce all Federal expenditures by curbing 
the ambitious bureaucrats, the socialistic experimenters, 
the political public works, the exploitation, the politics, 
and the waste.” 


‘ 


> 


“The pump of private enterprise can only be run by the 
motor of confidence, and that motor will run only when 
the private business man is assured that he will get a 
fair deal from his government.” 


¥ 


“One of the unchallenged and justified criticisms of 
the vast spending program of the government in recent 
years is that it has lacked codrdination. It has been car- 
ried on in a hop-skip-and-jump fashion.” 
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14 REMARKABLE REMARKS (Continued) 


“Tt’s crystal clear that ‘emergency’ has become the 
accepted way of life of the American people.” 


¥ 


“Thanks to the Tennessee Valley Authority, every 
business man, farmer, and hill-billy now knows what a 
kilowatt is.” 


Py 


“No more misleading picture has ever been presented 
to the American people than that representing their goy- 
ernment as a 3-horse team intended always to pull to- 
gether in the same direction. The intention of the found- 
ers was quite the opposite.” 


: 


“The government uses bookkeeping more primitive 
even than the pioneer grocer. For it includes, broadly 
speaking, only receipts and expenditures. It is a system 
inherited from pioneer days and which, through stu- 
pidity, never has been corrected.” 


* 


“Six weeks of open hearings have made it painfully 
apparent that the last Congress (75th), in authorizing 
a joint investigation of the Tennessee Valley Authority, 
was outrageously deluded and that the country itself was 
more or less sucked in on a monumental hoax.” 


> 


“Many people in America, calling themselves liberals, 
agree with Marx. They have no solution for social prob- 
lems other than the Marxian solution of class hatred and 
conflict. They disbelieve in democracy and christianity. 
They prefer war to peace and force to education.” 


> 


“If there ever was at any time an industry in a condi- 
tion which entitled it, in the public interest, to codperation 
by government and organized labor, it was the railroad 
industry in the early months of 1938. It had codperated 
with both of them in every way it could until almost 
every part of it was heading for bankruptcy. And yet it 
received from both of them in every way the exact op- 
posite of codperation.” 


> 


“Because of these considerations and because of the 
desire of the commission to get on with its task under §11, 
I am writing you and the heads of other registered hold- 
ing companies at the direction of the commission to re- 
quest that the various systems present to us not later than 
December 1, 1938, their suggestions, plans, and programs, 
even though they may be tentative, looking toward com- 
pliance with §§11(b) (1) and 11(b) (2).” 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. . 


BETHLEHEM STEEL COMPANY 
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: All-New Trucks ... All-New Engines... 
12 NEW DIESEL TRUCKS 


GMC announces all-new trucks with entirely *% YNEQUALED POWER 
new and more powerful valve-in-head GMC gmc now offers the most power in trucks! 
engines!—GMC introduces new, larger, light- 
duty cabs with V-windshields!—GMC presents 
new, roomier bodies—also new, easy-shift * NEW APPEARANCE 
SYNCRO-MESH transmission for medium and More handsome than trucks have ever been! 
heavy-duty models, and— 


12 NEW GMC DIESEL TRUCKS!—For the * on O.E. MODELS 
ab-Over-Engine) 


first time, a full line of Diesel trucks! For the 
first time, the smaller, lighter, smoother, 2-cycle 
Diesel engines in trucks! For the first time, 
flexibility equal to gas engine performance ¥%& NEW SYNCRO-MESH 
and superior lugging ability at slow speeds. Easy shifting transmission on heavier GMC’s! 


11% to 8 tons, at lowest C. 0. E. prices! 








Our own YMAC Time Payment Plan  . i assures you of lowest available rates 
DIESELS ~“™ ~~ TRAILERS 
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Have you read these 
INTERESTING BOOKLETS? 





Utility executives and manufacturers may find 
these three booklets helpful. They tell something 
of Electrical Testing Laboratories’ facilities and 
Suggest ways in which they may be applied to your 
problems. Ask us for them. 


ELECTRICAL 
TESTING 
WN: Te) 7 -Ule) ais.) 


East End Avenue and 793th Street 
New York, N. Y. 


DAVEY TREE TRIMMING SERVICE 


Economical Trimming 


@ Low Unit Costs 
@ Attention to Details 
@ No Complaints 


@ Public Acceptance 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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THE ROPE THAT 
PASSES EVERY TEST 


AMCO 


“ALL WEATHER” MANILA ROPE 





MERICAN 


MANUFACTURING CO- 
AnentciNY 


N 








CONNELLY ..i:.. CALOROPTIC 


Gives positive remote control 





NO MISSING LINK! 





Prevent wide variations in gas quality by using the 
Connelly Caloroptic B.T.U. Indicator. This direct 
reading instrument accurately determines the heat 
value of any kind of gas, without lag, calculations or 
corrections. Widely applicable in butane and propane 
production, and special operations. May be connected 
to control panel or used to close down plant when 
B.T.U.’s swing beyond high or low limits. 


Illustration at right shows the Distant Signal unit 
as used with the Connelly Caloroptic. Warning lights 


and sounding alarm show when set limits are 
exceeded. 


Write for Bulletin No. 405-B-1. 


CONNELLY covernor COMPANY 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 
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ONE WAY... 


withouta = 
concrete envelope 


Sieg 


<< “concreted-in” 


- 


BOTH CONDUITS cut 


Electrical Distribution Costs! 


ELECTING the right electrical con- weight and long lengths reduce both material 
duit to meet specific problems is an and handling costs. 
important factor in providing for perma- For free data-sheet manuals on both Transite 
nent distribution savings. Conduit and Transite Korduct, write Johns- 
Consider, therefore, the contributions Manville, 22 E. 40th St., N. Y.C. 
made toward this end by both J-M 
Transite Conduit and Transite 
Korduct... 


Ld 
Both are asbestos-cement in composition | 0 h n g be Ni a nvi i : € 


... hence permanently resistant to corro- 


sion, incombustible and weatherproof. In 

common, these materials possess an in- TR 

herent durability that promises years of 

virtual freedom from maintenance. for use underground without concrete 
And there are installation economies, envelope and for exposed locations 

too! In the case of Transite Conduit—its 

strength permits installation without an ITE KORDUCT 

envelope. ‘‘Concreting-in” is eliminated. TRANS 

Large savings immediately effected. 


As for Transite Korduct . . . it’s the for installation in concrete 


logical choice on all multiple-duct trans- 
mission systems — or wherever the service 


calls for “‘concreting-in.” For here, its light 
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1 KINNEAR 


| Motor Operated 


DOORS 














save ) Ragzse 
aoe) the Curtain 


een ee TO DOOR ECONOMIES 


Kinnear Motor Operated Doors are your “tickets” to premier 
door performance. Neat control stations can be placed at 
any number of convenient locations for remotely opening 
and closing the doors by merely pressing a button. A man 
having other duties can rapidly operate the doors without 
any loss of time or steps. Add these advantages to the | 
many other virtues of Kinnear Steel Rolling Doors . . . the | 
space economy of upward action; the exactness of custom | 
construction; the planning and service cooperation of a 
nationwide organization; the reliability and reputation of 
Kinnear door experts . . . and you are assured door per- 
formance that is sure to be a “smash hit.” Ask for a Kin- 
near recommendation covering any of your door needs. 














I 
| 
( 
( 
( 





Of course, the motor operating mechanism can also be inexpensively 
and easily installed on any existing Kinnear Rolling Door. 


OFFICES AND AGENTS IN PRINCIPAL CITIES 


The KINNEAR Mfg. Co. 


2060-80 Fields Ave. Columbus, Ohio ( 
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Like the American Railroad 






—Swift and secure— 






Darling Products are known 


for DEPENDABILITY 







* 












Users of Darling Valves and Fire Hydrants 
have cause to be pleased with Darling dependa- 
bility. Hard service through the years—without 
costly repairs—means reduced maintenance costs. 
Consistent dependability insures economy. 

Quality materials, sturdy construction and skillful 
workmanship are the basis of Darling dependa- 
bility. Further information will gladly be furnished 
by the nearest Darling representative. We shall be 
glad to consult with you on your particular 
problems. 





Darling Valves 
are the choice of 
those who insist 
on 
DARLING VALVE & MFG. CO. PERFORMANCE. 
Williamsport, Pa. 


Representatives in: 


New York Philadelphia Oklahoma City Houston 
Pittsburgh Toledo Evanston, Il. 


DARLING & == 


GATE VALVES AND : dive _lmpertank 
FIRE HYDRANTS ee 
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The height of the 
Darling Fire Hy- 
drant can be ad- 
justed to the re- 
quirements of 
each installation. 
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BETTER SEE HIM MR. JONES... 
HE HAS SOMETHING NEW! 


YOU WILL BE IMPRESSED with this greatest of typewriters! 


Its graceful, modern lines . . . MAGIC Margin . . 
and its other advanced Features of the Future are cer- 
tain to capture your interest. Here is a fresh, new con- 
ception of smooth, quiet, comfortable typing! 


This New: Easy-Writing Royal sets an entirely new 
high standard for faster, better, more economical type- 
writer performance. 


Have your secretary try this New Royal immediately. 
Give it THE DESK TEST. Judge its value to your office 


in terms of results. Compare the Work! \ 
\ 


NEW ” th 
NUMBER MAG/C MARGIN 








MOST AMAZING OF TYPEWRITER 
FEATURES! 





Copyright, 1938, Royal Typewriter Company, Inc., 2 Park Ave., New York City *Trade Mark 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








November 10, 1938 Public Utilities Fortnightly 


Its there ... even tho’ you can't see it! 





—like Trident Meter Quality ... 


The human eye never sees, and the camera rarely 
catches multiple flashes of lightning actually 
blown together in a high wind. Neither may 
you be able to perceive unaided the multiplicity 
of fine points about today’s Trident Water 
Meters, built by modern precision shop equip- 
ment to standards of precision, closer tolerances 
and finer finish that only our super-gauges re- 
veal! Gone with the wind are yesterday's stand- 
ards of precision in Trident Meter production 

. today these meters make possible higher 
percentages and closer range of ACCURACY, 
perfect interchangeability, longer life, lower 
maintenance costs . . . striking proof of the 
value of Neptune pioneering in precision meth- 
ods of water meter manufacture. 


Courtesy “Electronics” 


WATER METERS IS THE RESULT 0 
PRECISION MANUFACTURE 


NEPTUNE METER CO., 50 W. 50th ST. (Rockefeller Center), NEW YORK Cl 
NEPTUNE METERS, LTD., 345 SORAUREN AVENUE, TORONTO, CANAD 
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P. U. R. DIGEST 


CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts ovuees 
of Appeals : 
COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions a 
State Regulatory Commissions A GREAT REVIEW 
SURVEY OF os 
Insular and Territorial Regu- iii 
latory Commissions A GREAT. 6 


A SHORT CUT 


THE LAW 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, ING. 


Tenth Floor, Munsey Building, Washington, D. C. 
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Announcing— : : 45 
The greatest line of low-priced [ MODELS 


On eight wheelbase lengths 


trucks ever offered—including hg mg 


passenger cor chassis) to Heavy 


Ch I buil: Duty models with a moximum 
new evro ef- i t 13,500-pound gross load rating 


CAB-OVER-ENGINE MODELS mine 


FEATURES OF 1939 
CHEVROLET TRUCKS 
be your Truck-Buying 
Guide 


NEW STYLE-LEADER 
APPEARANCE 


. 
NEW COUPE-TYPE CABS 


e ae 
FAMOUS VALVE-IN-HEAD 
TRUCK ENGINE 


a 
POWERFUL HYDRAULIC 
TRUCK BRAKES 


8 
*FOUR-SPEED 
TRANSMISSION 


HEAVY, RIGID FRAME 
e 


*FULL-FLOATING 
REAR AXLE 


*Heavy-Duty models | 


NEW 1939 


CHEVROLET TRUCKS 


Pyeng brings you the greatest truck news of the year—the most com- 
poe and advanced line of low-priced trucks in the history of modern 

transportation! Included are new Cab-Over-Engine models, entirely 
designed and entirely built by Chevrolet, that offer amazing new double savings 
... the combination of extra <i, ane space and unexcelled Chevrolet operating 


truc 


economy! Whatever your truck requirements—in style, size or body type— 
there’s a new 1939 Chevrolet truck that will haul the load or deliver the goods 
for less. 

See these new trucks. Ask for a demonstration. Learn why they are first in 
— in economy; first in long life and dependability qualities . . . 
and first in all-round truck value! 

CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


POWERED FOR THE PULL" 





SRN SS 3 SORE SS 


der the MSA PLAN (Manufacturers Service Agreement) 
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EXCEL IN BEAUTY— SPEED — ECONOMY 


GY AN boe neeel 


ELECTRIC RANGES 


Famous for their Smart, modern de- 
sign—Gleaming white porcelain enamel 
finish—Speedy surface units—“Equal- 
ized Heat” oven with automatic tem- 
perature control — Built-in  6-quart 
Handy Cooker—Oven thoroughly insu 
lated with Fiberglas—Large storage 
compartments — Roomy warming 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE WISCONSIN 
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Pail - 


The PITTCO STORE FRONT CARAVAN 
R etu angst 


nother chance to tie up with this 
potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


PITTSBURGH, 
PLATE GLASS COMPANY 














This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory .. . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 
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Alphabetic Bookkeeping and — 
Accounting Machine 


Investigate the SPEED and 
Flexibility of punched card accounting : 


It isn't necessary to have a large volume of business, to benefit by the 
punched card method of accounting. This modern, widely-accepted 
method now offers an advantage to small and medium-sized companies. 


This advantage lies in the flexibility of the machine shown above. This 
one machine will take care of practically every type of utility account- 
ing. It will prepare the complete reports you need automatically from 
punched cards. Simply by altering the controls on this machine you 
can switch from Billing to Payroll to Operating Ledgers—all in a 
matter of minutes. 





Write for detailed information concerning the advantages which this 
flexibility and speed can mean to your business. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


590 Madison’ Ave New York, N.Y Sai 














Branch Offices 
Principal “Cities of the World 
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HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
*& Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 
NEWPORT NEWS, VA. 














WALL 


BRAZED STEEL DOUBLE. 
JACKETED COMPOUND KETTLE 


A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


—. ee P. WALL MFG. SUPPLY CO. 
ing Double Jacket all PITTSBURGH, PA. 


over 
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RILEY PULVERIZERS;" 


in Central Stations| ” 


ele 
de 
Plant after plant in the Public Utility industry has swung to Riley J mo 





Pulverizers ... definitely establishing Riley as one of the leaders | ® 
spt 
a ac 


for 
A few Public Utilities using Riley Pulverizers . , . fo 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. ... Repeat Order 
Potomac Electric Power Co., Washington, D. C. 

Oklahoma Gas & Electric Co... . Repeat Order 

Stamford Gas & Electric Co., Conn. 

City of Springfield, Il. 

City of Tacoma, Wash. 


Savannah Electric Co., Georgia 





Dubuque Electric Co., Iowa 
Central Iowa Power & Light Co. 
Lynn Gas & Electric Co., Mass. 
Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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SANGAMO TYPE L-2 METERS SINGLE DISK 


TWO-ELEMENT METERS 















A) 

The Type L-2 two-element meters com- 

es prise two complete electro-magnetic 
elements driving a single disk. They are 

designed for modern "A" and "S" 


iley mountings, thus combining conven- 





Jers ff ience in installation: with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements TYPE L-2-S 
for modern meter accuracy and per- otic ae 
r formance. : 
= Modern Meters for Modern Loads! 
rder 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








The Exide-Chloride Battery Reflects 
the Fifty Years Experience Behind It 


O* all the many types of storage batteries 
that carry with distinction the Exide name, 
none is more truly representative than the Exide 


Chloride Battery designed for stationary service. 





For this battery was one of the first types pro- 


To mark the fiftieth anni- 
versary of Exide Batteries 


duced by this company. Refined and improved, 


we have prepared a souvenir s tri it 1 i 

ievhiet eases cae eae time-tried and tested, it is today the choice of 
played by these batteries in the world’s leading engineers. Write for Bulletin 
ur everyday life. Write for 

a free copy. 204 describing its remarkable construction. 


Exioe THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 


Cc H L ‘@] . iD & Batteries for Every Purpose 
PHILADELPHIA 
| 8 A T T E R j E S Exide Batteries of Canada, Limited, Toronto 
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Public Utilities Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


] A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 


























unc 










(26 issues), at $15.00, beginning with the current issue. 





Name 


Address 






































10, 1938 







































November 10, 1938 Public Utilities Fortnightly 33 


4 eee a 
YASS whi; V A 
DX, Vis “ F 























wee 












ZZ ohh ‘ig 2 
soll), 


Hy 






i Z 

,. w4 
ine 

UN ys My aba MSs 


LLG@iS.ERVICE 


= Ab 











IMTTT 


CRESCENT 


INSULATED WIRE AND CABLE 


No one knows better than the man on the job 
what conditions wire and cable have to meet. It CONTROL CABLE 
may be excessive heat, moisture, vibration or DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 





abrasion. It may be all-weather exposure, burial 
underground, corrosive action of acids and alkalis 


or any number of other deteriorating influences RUBBER POWER CABLE 
that cause decreased cable life, unless they're made SERVICE ENTRANCE 
to overcome the particular situation. CABLE 

IGNAL CABLE 
In the CRESCENT line, you'll find wires or cables easel CAMBRIC 


to meet all regular and unusual operating condi- 


WEATHERPROOF WIRE 


tions—whether they come singly or in groups. 











All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., 
and all Railroad, Government and 
Utility Companies’ Specifications. 
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¢ CONFIDENCE + 


ELLIOTT 
MOTORS 


serve Commonwealth and 
Southern new plants and 
extensions ... 



































The motors illustrated are 
part of a total of 14 for the 


Ohio River Plant of South- Boiler feed and circulating pumps, forced and in- 
ern Indiana Gas & Electric duced draft fans, pulverizing mills and exhausters — 
—* acai these are important units in any power plant and 
ndiana, 


particularly so in the carefully engineered new 
plants and plant extensions of an outstanding utili- 
ties system like Commonwealth and Southern. 


So when 84 Elliott motors in a wide range of types 
and sizes (30 to 800 hp.) are selected for driving such 
units in these stations, it is certainly a sign of confi- 
dence in Elliott motor design. Thirteen of these units 
are 3600-r.p.m. motors rated at 500, 700 and 800 hp. 





’ ctrio re ree :0 021A 7:0 Gn 2. 
fi ELLIOTT COMPAN ui 8 spelen Principal Cities 


Elliott Products include: TURBINE-GENERATORS « MECHANICAL DRIVE TE 
c 


















TURBINES * ENGINES * ENGINE-GENERATORS * DEAERATING HEATERS 
CENTRIFUGAL BLOWERS « DESUPERHEATERS ¢ FILTERS * VACUUM 
COOLING EQUIPMENT * CONDENSERS * MOTORS * GENERATORS 
MOTOR-GENERATORS ¢ DEAERATORS «+ FEED-WATER HEATERS 
STEAM JET EJECTORS * TUBE CLEANERS * SEPARATORS * STRAINERS 
GREASE EXTRACTORS ¢ NON-RETURN VALVES 
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10 TA { South Carolina Independent Telephone Association opens meeting, Columbia, S. C., 1938. 





ll F q Oklahoma Bankers Association, Group 2, convenes, Enid, Okla., 1938. 





12 Sa { Alabama Independent Telephone Association will hold convention, Montgomery, Ala., 
November 28, 29, 1938. 





13 { American Institute of Electrical me Southern Division, will hold annual 
S meeting, Miami, Fla., November 28-30, 1938. 





14 M { Mid-West Gas Association and Extension Division of Iowa State College open annual 
Gas School and Conference, Ames, Iowa, 1938. 





15 T# q National Association of Railroad and Utilities Commissioners starts annual convention, 
New Orleans, La., 1938. 














nd in- 16 W q Michigan Municipal League begins session, Detroit, Mich., 1938. 

ers — 

t and 17 TA 4 Kentucky Independent Telephone Association starts annual meeting, Louisville, Ky., 1938. 
new 

utili- 18 F q Exposition of Chemical Industries will be held, New York, N. Y., December 4-9, 1938. 

types 19 Se 1 ne SS Board will hold annual meeting, Washington, D. C., November 30- 








confi- 20 S { American Society of Mechanical Engineers will convene for meeting, Philadelphia, Pa., 
units December 4-9, 1938. 





0 hp { Mississippi gies , : 
y sissippi Valley Association convenes for meeting, St. Louis, Mo., November 
21) M | 127" 2 tee. 





{ Florida Telephone Association will convene for annual convention, Ocala, Fla., December 
22| T*| "5,6, 1938. 













{ National Exposition of Power and Mechanical Engineering will be held, New York, 
N. Y., December 5-10, 1938. 
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From a painting by Joseph Tepper 


Henry C. Attwill 


First Chairman, Massachusetts 
Department of Public Utilities 








Public 
Uulities 
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HOW DO THE STATE COMMISSIONERS FEEL ABOUT 


Regulating Public Ownership? 


With the increasing attention being given to the subject of public owner- 
ship of public utilities, the question of whether such public plants should 
be placed under a system of independent government regulation similar to 
that imposed upon privately owned utilities becomes a question of out- 
standing importance. The state utility commission would, of course, be the 
logical administrator of such regulation if it were to be generally estab- 
lished, as it already has been established in a number of larger states. 
Furthermore, in view of their background and technical experience, the 
state commissions are probably the best qualified as a group to venture 
opinion as to the need for or practicability of such regulation. Accordingly, 
Pusiic UTiLities ForTNIGHTLY undertook a survey of informal opinion 
among the state commissioners in order to develop enlightened discussion 
of this increasingly important subject. This article, assembled by an edi- 
torial staff member, presents some interesting results. 


By FRANCIS X. WELCH 


HOULD publicly owned utility 
plants be regulated by the state 


” 


the state commissions. It has been con- 
sidered at various annual conventions 
of the National Association of Rail- 
road and Utilities Commissioners. 
Only a year ago, at the national con- 


commissions? “No,” answer 43 
per cent of state commissioners repre- 
senting nearly all of the states which 


have jurisdiction over gas and electric 
utilities at all. “Yes,” answer 51 per 
cent, while the remaining 6 per cent 
might be classified as doubtful because 
of qualifications in their answers. 

The question is not a novel one for 
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vention in Salt Lake City, the question 
was the subject of some discussion, 
especially by the representative of the 
Maryland Public Service Commission." 
1 Proceedings of 49th Annual Convention, 
NARUC, Salt Lake City, 1937, pp. 395, 396. 
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Before going into a further analysis 
of the ForTNIGHTLY survey of state 
commission opinion on regulation of 
publicly owned utilities, it is well to re- 
call that there are 12 states which al- 
ready give their state commissions 
some measure of control over publicly 
owned utilities. In 3 of these states, 
Massachusetts, Missouri, and Wyo- 
ming, the commission’s jurisdiction ap- 
pears to be considerably limited, but in 
the remaining 9, it seems to be just 
about as complete as the corresponding 
commission jurisdiction over privately 
owned public utilities. These 9 states 
are: Indiana, Maine, Maryland, Mon- 
tana, Nevada, New York, Vermont, 
West Virginia, and Wisconsin. 

Nine states do not seem like very 
many at first glance; but consider the 
fact that in 7 states commission juris- 
diction over local publicly owned elec- 
tric utilities is either limited or non- 
existent. They are: Florida, Iowa, 
Minnesota, Mississippi, Nebraska, 
South Dakota, and Texas. Delaware 
doesn’t have any commission at all, and 
Rhode Island has no publicly owned 
electric utilities, which leaves only 39 
states in which the commission could 
even exercise authority over publicly 
owned plants. 

So that the 9 states which authorize 
commission regulation of publicly 
owned utilities represent a sizable bloc 
and include the two important pioneer 
states in the field of state commission 
regulation—New York and Wisconsin. 


be ie make the replies of the various 
state commissioners to the Fort- 
NIGHTLY survey meet, as much as pos- 
sible, on common ground, it was sug- 
gested that they give their own frank 
answers to an identical set of three 
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questions touching on different phases 
of the central issue, and submit in ad- 
dition any general statement they cared 
to make. The three questions submitted 
were as follows: 


1. Do you believe that the so-called 
“double standard” of regulation 
whereby publicly owned utilities do 
not have to conform to the same stand- 
ards of regulation as privately owned 
utilities is desirable? 

2. In the absence of such independ- 
ent regulatory supervision, do you 
believe that there is any danger of the 
management of publicly owned sys- 
tems engaging, for political motives, 
in irregularities which might, over a 
long range, be as detrimental to the 
public interest as the abuses of pri- 
vate management (operating on a 
profit motive basis), prior to the era of 
commission regulation ? 

3. Do you believe that the business 
of furnishing utility service is just as 
much of an inherent monopoly under 
political as under private ownership 
and, accordingly, requires some form 

.of independent regulation to guard 
public interest against wasteful com- 
petition, discrimination, and _ other 
abuses which gave rise to our legal 
concept of utility regulation more than 
thirty years ago? 


A state-by-state computation of all 
replies received is not possible for the 
reason that a number of state commis- 
sioners, for reasons which are quite 
understandable, asked that their an- 
swers to the foregoing questions be 
kept in confidence. To do this it was 
necessary to resort to percentages to in- 
dicate the proportion of state commis- 
sioners who approved and those who 
disapproved regulated public owner- 
ship. 

On the whole, the replies received 
represented nearly all the states from 
which replies could have been reason- 
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eral statement, however, that presented 
the most food for thought: 


ably expected because of jurisdictional 
or other limitations already suggested. 


ROBABLY the single outstanding 
feature of these replies is the ob- 
viously independent type of thinking 
reflected therein. First of all, this 
writer was a little surprised to see so 
much opposition among the commis- 
sioners to the regulation of public 
plants. One might suppose, offhand, 
that state commissioners who cared to 
venture an opinion at all, would, for the 
most part, be in favor of increasing 
their own jurisdiction. Yet, almost half 
(43 per cent) of the commissions 
thought otherwise, although the scant 
majority (51 per cent) of the commis- 
sions favoring such extension of this 
control was equally emphatic. 

Again, the sincerity of these opin- 
ions is indicated by the fact that they 
do not always follow the indicated 
legislative policy of their own states. 
Here, for example, is an excellent state- 
ment by Chairman Ferd Schaaf of the 
Washington Department of Public 
Service—a state where the legislative 
policy has so far been in favor of 
exempting publicly owned utilities 
from commission control. Chairman 
Schaaf’s answer to the first question 
was “no” (especially in cases of com- 
petitive utilities) and to the second and 
third questions, “yes.” It was his gen- 


e 


From bitter experience I have learned 
that the simple fact of public ownership and 
operation does not ipso facto purify the 
policies and practices of a utility. Whether 
the utility is owned only by those members 
of the general public who possess stock 
certificates, or by all of the public by virtue 
of citizenship, its policies and practices are 
laid down and executed by a relatively small 
number of men who constitute the real man- 
agement. In either case very few of the 
ultimate owners know anything at all about 
the problems of the business or how it is 
being conducted. The policies and practices 
of the business will be enlightened and in the 
public interest if the few who manage the 
enterprise are enlightened and high-minded 
people willing to be guided solely by the 
public interest. Many of us always have and 
still do assume that the managers of a pub- 
licly owned utility will always be men dis- 
tinguished by such nobility of character and 
purpose as to think only of the public weal. 
It is regrettable yet indisputable that gen- 
erally the men who have been entrusted 
with the management of publicly owned 
utilities are no less human than those to 
whom stockholders have entrusted the man- 
agement of privately owned utilities. To my 
own great personal disappointment I have 
found from actual experience and unchal- 
lenged facts written in the records of public 
hearings that in many cases the managers 
of publicly owned utilities are tarred with 
exactly the same sticks as managers of pri- 
vately owned utilities, with the result that 
customers have paid for wasteful competi- 
tion, wholly unjustified discrimination, un- 
sound engineering and business practices, 
purely political machinations, and many 
other abuses which have always excited our 
righteous indignation when uncovered in pri- 
vately owned operations. 

I have also found that a state regulatory 
body can be of great assistance to publicly 
owned utilities, particularly the smaller ones. 
This department frequently is called upon 
for engineering, accounting, and tariff assist- 
ance by the municipal utilities of the state. 


“... Some publicly owned systems have engaged in undesir- 
able practices detrimental to the public interest; on the other 
hand, some publicly owned plants rival or exceed privately 
owned systems in efficiency and economy of operation. On 


the whole, ... 


‘abuses of private management prior to the 


era of commission regulation’ were more detrimental to the 
public interest than occasional irregularities of publicly 
owned systems with or without regulation.” 


613 


NOV. 10, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


Many of them can testify to the fact that 
gratuitous assistance received from us has 
saved them many thousands of dollars and 
has given to their customers well designed 
plants and proper rate structures. Some of 
these utilities are operated by local town or 
district officers who know nothing whatever 
about the business and they do not have 
the revenues or inclination to employ 
operators with sufficient experience and 
technical ability. 


N just by way of balance, let us 
take another excellent statement 
opposing the proposition that publicly 
owned utilities should be regulated. It 
came from the pen of Chairman Riley 
E. Elgen of the District of Columbia 
Public Utilities Commission, which op- 
erates in the nation’s capital city where 
gas, electric, and telephone service are 
all operated under private management. 
Replying to question No. 1, Chairman 
Elgen thought that people in a given lo- 
cality ought to have a right, first of all, 
to choose the form of utility manage- 
ment they desire, and, if they choose 
public management, to run the plant to 
suit themselves. He did think it would 
be “desirable” if publicly owned plants 
would keep their books in a manner that 
would make the operating results com- 
parable to private management. But in 
answering the second question in the 
negative, Chairman Elgen did not be- 
lieve that there is any more danger of 
irregularities under public management 


of utilities than in any other line of W 


government activity, such as the opera- 
tion of schools, sewage systems, and 
waterworks. Finally, Chairman Elgen, 


public officials by the electorate, did 
not think public ownership is as prone 
to managerial abuse as private utility 
management. He added, however : 


ideas of using the profits for the purpose of 
reducing taxation instead of for the purpose 
of reducing rates. I think that there should 
be a rigid rule among publicly owned util- 
ities that the consumers or patrons who con- 
tribute the profits shall reap the reward in 
the form of dividends which are in the na- 
ture of reduced cost of service instead of 
in building “18-hole golf courses,” recrea- 
tional centers, and other entirely meritorious 
projects to the benefit of all the community, 
Such methods tend to keep the cost of elec- 
tric current much higher than the results 
of the operations of these municipal plants 
justify. On the other hand, it tends to divert 
from one class of citizens to another in un- 
just proportion sums of money which 
rightly and properly belong to others than 
those who derive the benefits therefrom. Of 
course, as you quite well know, more than 90 
per cent of the present publicly owned power 
plants in this country were not built in com- 
petition with privately owned plants but were 
built because private plants were not.accessi- 
ble to the communities which desired service 
in advance of the coming of the private util- 
ities. The discussions which have arisen sub- 
sequently because of conflict between two 
concepts of power distribution did not origi- 
nate with these publicly owned plants. Their 
only desire is to serve their communities, and 
by and large I do not think there is any 
doubt but what they are doing an excellent 
job, and as each of them is owned and con- 
trolled by the voters of the community being 
served I do not think it would be desirabie 
to interfere in a legal sense in an attempt to 
regulate their activities although I do not 
agree, as I stated above, in the manner in 
which the profits are disposed of in many 
instances, nor do I believe that the accounts 
should be kept in a manner which is so 
different from that of the private utilities 
that no comparison can be made because, if 
such comparison could be legitimate, it 
would be of great assistance to regulatory 
bodies all over the United States in measur- 
ing profits which are now hidden from view 
under the best of accounting methods. 


HAT might be regarded as more 
forthright support for the ex- 


emption of publicly owned plants is 


by r £ the check aid found in a statement from Chairman 
y reason of the check exercised upon p21 H Todd of the Michigan Public 


Utilities Commission. Replying to the 
first question, Mr. Todd believes that 
the “competition afforded by privately 
owned utilities is ample public protec- 


I would like to say that I do not agree with tion against possible unfair treatment 


the managements of many of the publicly 


owned power plants in this country in their by municipal plants.” He adds: 
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Municipal Utility Service and Golf Courses 


“... there should be a rigid rule among publicly owned utilities that 
the consumers or patrons who contribute the profits shall reap the 
reward in the form of dividends which are in the nature of reduced 
cost of service instead of in building ‘18-hole golf courses, recrea- 
tional centers, and other entirely meritorious projects to the benefit 
of all the community. Such methods tend to keep the cost of electric 
current much higher than the results of the operations of these 
municipal plants justify.” 





In answer to your second question, I have 
not known of any cases of irregularities on 
the part of the managements of Michigan 
municipal plants which appeared to be seri- 
ously detrimental to public interests. There 
may have been such instances in connection 
with small plants but the larger publicly 
owned plants in Michigan, as for example 
those of Holland, Lansing, Wyandotte, Kala- 
mazoo, Cold Water, Sturgis, and Bay City, 
all have excellent records as to management. 
The largest and most successful municipally 
owned plants in Michigan are those in Lan- 
sing, Holland, and Wyandotte. These are 
all under the control of municipal utilities 
boards, the members of which are elected 
or appointed for staggered terms. These 
boards appear to have operated in the pub- 


From the above, you will note, I do not 
feel that regulation of publicly owned plants 
is necessary in the public interest. On the 
contrary, I am inclined to believe that be- 
cause of the great influence which privately 
owned utilities have over state legislators 
and state governments through retainer fees 
and other fees paid to lawyer members of 
the legislatures and to prominent attorneys 
holding public office or high positions in 
political parties, such regulation might be 
unduly influenced by the privately owned 
utilities to the prejudice of the publicly 
owned utilities. 


ND now let us hear from a state 
which has always had a legisla- 


lic interest and have excellent records for 
earnings, low rates, and freedom from 
bonded indebtedness. 

_ I am not particularly impressed with the 
importance of independent regulation to pre- 
vent unfair competition, discrimination, and 
other abuses by municipal plants as I have 
not observed these things as common in con- 
nection with the operation of municipal 
plants. 

The publicly owned plants, from my obser- 
vation, are generally very considerate of the 
interest of the smaller consumers, whereas 
modern technology and particularly the im- 
provements in the small Diesel engines af- 
ford the larger consumers effective relief 
from unreasonable charges by either private 
or publicly owned plants. 


tive policy providing for regulating 
publicly owned utilities, and a public 
service commission which has not hesi- 
tated to exercise that same regulatory 
power—the Free state of Maryland. 
Former Chairman Harold E. West of 
the Maryland Public Service Commis- 
sion, replying on behalf of its chairman, 
Senator O. E. Weller, gives the follow- 
ing answers to the triple questions: 


1. We do not believe in the so-called “dou- 
ble standard” of regulation, whereby publicly 
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owned utilities do not have to conform to 
the same standards of regulation as privately 
owned utilities. We feel that all utilities, 
especially power compan‘es, whether pub- 
licly or privately owned, ought to be reg- 
ulated in precisely the same manner and in 
all particulars. 

2. We do believe that, in the absence of 
regulatory supervision, publicly owned sys- 
tems might indulge in irregularities detri- 
mental to the public interest. They might 
discriminate in favor of or against certain 
of their customers who would have no means 
of protection, and they might indulge in 
financial extravagances which would put 
burdens upon their communities. Under the 
regulatory authority of the Maryland com- 
mission we have had no such abuses in the 
past, and do not expect any in the future. 

3. We do believe that the business of fur- 
nishing utility service is just as much of an 
inherent monopoly under political or pub- 
lic as under private ownership, and requires 
regulation to guard the public interest 
against abuses. This is especially true of the 
systems being established by codperatives 
under the Rural Electrification Administra- 
tion. I am aware of a strong movement 
started some time ago to take such systems 
from under the regulatory authority of the 
states in which they operate, but I think this 
would be a very serious mistake from the 
point of view of the codperatives themselves 


and the people served by them, the public 
interest generally, and the state authority. 


F .. Seiawriningged middle-of-the-road 
attitude is contained in an inter- 
esting memorandum prepared by E. F. 
McNaughton, director of the public 
utilities department of the California 
Railroad Commission. The Honorable 
Ray C. Wakefield, president of that 
commission, presented these answers as 
meeting his own unqualified approval, 
although stressing the fact that they 
should not be taken as necessarily re- 
flecting the opinion of the full Califor- 
nia commission. California, inciden- 
tally, does not, as yet, have full commis- 
sion regulation of its public plants. 
Here are Mr. McNaughton’s answers 
in numerical order : 
1, In private operation, in the absence of 
regulation, the natural tendency is for the 


owners to operate the property to produce 
the largest possible profit. This element is 
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absent in public ownership and to the ex- 
tent that regulation is necessary due to the 
operation of the profit motive, it does not 
appear inconsistent to have two standards 
of regulation. 

However, there is another phase of regu- 
lation which, I believe, could just as prop- 
erly apply to an operation by public body 
as to privately owned utilities and that con- 
cerns such matters as service and safety 
regulations, discrimination between custom- 
ers, and complaints as to rates, rules, and 
regulations. This phase is discussed more 
completely in the answer to Question 3. 

2. The question is framed, as I understand 
it, to limit the matter of mismanagement of 
publicly owned systems due to political mo- 
tives. It occurs to me that the answer to 
this question depends greatly upon the form 
of the management body adopted for the 
publicly owned utilities. If the governing 
body is a board comprising commissioners 
appointed or elected for long terms and on 
a rotating basis so that there are seldom 
if ever times when a complete change of 
personnel of the board occurs, then I doubt 
that serious mismanagement for political 
purposes will take place. There may be in- 
stances where the appointive power over the 
management is directly subject to political 
pressure that would in individual instances 
bring in detrimental irregularities. It would 
seem to me that the correction of this possi- 
ble abuse would lie in the substitution of a 
more stable form of management board. 

3. With regard to this phase of regulation, 
as I previously stated, I do believe there 
are certain matters which might properly 
be subject to regulation by an independent 
agency in the same manner as the private 
utilities are regulated. For example, the elec- 
tric construction requirements of this com- 
mission have been designed upon the best 
possible technical and operating experience 
available and provide minimum require- 
ments which in the opinion of the commis- 
sion are necessary to preserve the public 
safety. It is true that under general laws 
of the state this commission has certain 
jurisdiction over construction by others than 
privately owned utilities, and therefore those 
requirements are in force on both publicly 
and privately owned utilities. Here is a case 
that I think quite obviously illustrates the 
situation in which there should not be a 
double standard whereby one group is under 
regulation and another group is not. 

The same principle should apply to ac- 
counting requirements. It is in the public 
interest that both groups of utilities should 
prepare their accounts in comparable form 
and under instructions of an independent 
agency. The same thing is true regarding 
matters of service, complaints, meter test- 
ing, rate making between groups of cus- 
tomers, matters of contract rates, and 
discrimination. I believe that the customer 
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of a publicly owned utility should have 
the equal opportunity of the customer of the 

rivately owned utility to lay his complaint 
tore an impartial tribunal. 


Perey Frank E. Southard of 
the Maine Public Utilities Com- 
mission (which regulates public plants ) 
contributes several interesting thoughts 
to the discussion. Expressing only his 
personal opinion, he is inclined to an- 
swer “no” to the first question and 
“yes” to the second and third, but he 
emphasizes that his commission so far 
has not had much actual experience in 
the premises. From such experience as 
it has had, however, Chairman South- 
ard tells us: 


... I think a close examination of our 
records will disclose that the publicly owned 
utilities are before this commission, by com- 
plaint of either actual or potential custom- 
ers, to a greater extent than are the pri- 
vately owned utility concerns. Whether it 
has so happened that those who file com- 
plaints for service, etc., happen to belong 
to the wrong political party, and, therefore, 
are obliged to come to us for relief, I do 
not know; but our experience has been that 
private management has been more aggres- 
sive, more engaged in looking at the project 
from the long range point of view, than 
has the publicly owned system. As I have 
stated, what the situation might be, so far 
as the customer public is concerned, without 
the matters being subject to our jurisdic- 
tion, I do not know. 


Chairman Southard goes on to give 
affirmative reasons why commission 
regulation of publicly owned utilities is 
desirable. He states : 


Fundamentally, when government goes 


into business and certain officials become en- 
trenched, the process of getting them to do 
things which they should, for valid reasons, 
do, but which for personal reasons they do 
not see fit to accomplish, requires too much 
time in hoping for a correction of the evil 
through the action of the electorate. The 
public utility commission offers a speedy and 
prompt solution of these problems. 

Furthermore, our experience has been that 
there are many of the smaller publicly 
owned utilities that need the guidance of the 
professional type of assistance that they can 
procure from commission engineers, ac- 
countants, and even lawyers. This type of 
assistance from the commission has in many 
instances in this state militated against 
wasteful competition, discrimination, etc. ; 
and I feel that it can be truthfully said that 
the work of the commission has been duly 
appreciated by some—at least by all of those 
who have had occasion to come in contact 
with various specific matters. 


Re“ another New England state 
comes a somewhat different point 
of view. Michael DeCiantis, chief of 
the division of public utilities of the 
Rhode Island Department of Revenue 
and Regulation, is in a rather unique 
position. Broadly and reasonably con- 
strued, the regulatory act of Rhode 
Island would seem to give the commis- 
sion of that state authority to regulate 
publicly owned utilities, but, as stated 
before, there are, as yet, no publicly 
owned utilities in the gas and electric 
field in Rhode Island. Mr. DeCiantis 
answers the first question in the affirm- 
ative — stating that he believes in 
“home rule” to the extent of letting a 
local government operate a utility plant 
should it want one—and letting it op- 


e 


“UNDER the REA we have some organizations . . . which 
have gone into territories which privately owned utilities 
have determined to be uneconomic, and .. . this may eventu- 
ally react to the disadvantage of both the codperative organt- 
zation and the community attempted to be served .. . both 
publicly and privately owned utilities should apply for cer- 
tificates of convenience and necessity before entering upon 
the duties which utilities owe to the community.” 
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erate in any manner the people see fit. 
Answering the second question in the 
negative, he is inclined to believe that 
the electoral check is sufficient safe- 
guard against irregularities in public 
management, and that otherwise “a 
publicly owned system should be left 
alone.” Finally, Mr. DeCiantis an- 
swers the third question in the negative 
because he believes that any system of 
regulation is itself susceptible to human 
error, and that “public interest can best 
be protected by the franchise which 
each citizen has a right to exercise.” 


MM” or less in general agreement 
with Mr. DeCiantis is Ward C. 
Holbrook, the president of the public 
service commission of Utah, who, after 
conferring with his colleagues, gives 
the following answers: 


First—It is only proper to say that the so- 
called double standard of regulation existed 
in this state before we had anything to do 
with the regulatory body. Any expression of 
opinion, therefore, on this question would 
require that we either approve the present 
method or be put on record in favor of a 
change. We can see many errors in the pres- 
ent system and believe that the public good 
would demand that some of them, at least, be 
corrected. On the other hand, we are willing 
to agree that a municipal utility is subject 
to a certain type of supervision and regula- 
tion which the private utility does not have 
and, consequently, we do not feel that it is 
necessary to provide the same type of regu- 
lation for both privately and municipally 
owned utilities. Neither do we think that 
the municipal utility should be entirely ex- 
empted from outside and authoritative regu- 
lation, and regulation left entirely to the citi- 
zens of a municipality through officials or 
through public opinion; and to this extent 
we consent to a double standard, but as the 
statement thus far indicates, there should be 
some regulatory authority resting with the 
state body, but this authority, as it applies 
to municipal utilities, need not be the same 
as that which would apply to private utilities. 

Second—It is our opinion that if a mu- 
nicipal utility be left independent of regula- 
tory supervision it is possible that for a short 
period there might result irregularities 
through the process of political pressure or 


cials that would be very detrimental to 
either the municipality or the users of the 
service offered by such municipal utility, We 
do not feel, however, that this is likely to 
continue over a long range of time and, con- 
sequently, that it would not be as detrimental 
to the public interest as the abuses of private 
management without commission regulation, 

Third—It is quite apparent that a utility 
is just as much a monopoly and may be 
even more monopolistic under municipal 
ownership or under political supervision than 
a utility operated under private ownership, 
and accordingly we consent to the thought 
that such monopolistic privileges are condu- 
cive to improper uses unless the utility be 
subjected to independent regulation to guard 
the public interest, or else, that the public 
be thoroughly informed as to every opera- 
tion and business practice of the utility. It 
appears from experience, that in the case of 
private ownership regulation is essential to 
make available to the consumers and to the 
regulatory body representing the public, such 
information as would evidence the propriety 
of the use of the monopolistic privileges en- 
joyed by the utility. 

In the case of a municipal utility, the lack 
of adequate and correct information on the 
part of the public is perhaps the outstand- 
ing weakness, and therein lies the greatest 
threat of discriminatory or wasteful compe- 
tition or practices. This commission would 
readily consent to the thought, therefore, 
that regulation of the conventional commis- 
sion type might well be extended, in the case 
of publicly owned and operated utilities, to 
the point which would require such a util- 
ity or governmental agency to keep system- 
atized and accurate records and make in- 
formational reports to the regulatory body 
which would be available for examination 
by the citizens of the communities concerned 
and for the information of such other per- 
sons as may be interested therein. 


From the neighboring state of Idaho 


comes a similar reaction, briefly ex- 
pressed by President Harry Holden of 
the public utilities commission of 
Idaho, as follows: 


It is my personal opinion that any effort 
to place publicly owned and operated utilities 
under state and Federal regulation will ulti- 
mately be used, and I believe advocated, for 
the purpose of wiping out publicly owned 
and operated utilities. I am opposed to this, 
and believe in publicly owned and operated 
utilities, if municipalities desire to exercise 
such right. 


5 now for the pioneer regulatory 
state of Wisconsin, whose com- 


unfavorable attitudes on the part of offi- 
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Irregularities through Political Pressure 


ad ggieroer do we think that the municipal utility should be 
entirely exempted from outside and authoritative regu- 
lation, and regulation left entirely to the citizens of a municipality 
through officials or through public opinion; . . . if a municipal 
utility be left independent of regulatory supervision it is possible 
that for a short period there might result irregularities through the 
process of political pressure or unfavorable attitudes on the part 
of officials that would be very detrimental to either the munici- 
pality or the users of the service offered by such municipal utility.” 





mission probably has had more actual 
experience over a longer time in regu- 
lating municipally owned and operated 
utility plants than any other of our 
other states in the Union, with the pos- 
sible exception of New York. Chair- 
man Fred S. Hunt of the Wisconsin 
board, expressing only his own opinion, 
gives the following answers to the three 
questions already stated : 


1. In my opinion it is desirable for both 
publicly owned and privately owned utilities 
to be under the jurisdiction of a state regu- 
latory body and to conform to the same gen- 
eral standards of regulation provided due 
recognition is given to differences in the 
policies inherent in the different forms of 
ownership. 

2. This question cannot be answered cate- 
gorically. In our experience some publicly 
owned systems have engaged in undesirable 
practices detrimental to the public interest ; 
on the other hand, some publicly owned 
plants rival or exceed privately owned sys- 
tems in efficiency and economy of operation. 
On the whole, it is my opinion that the 
“abuses of private management prior to the 
era of commission regulation” were more 
detrimental to the public interest than occa- 
sional irregularities of publicly owned sys- 
tems with or without regulation. 


3. In my opinion it is desirable to avoid 
wasteful duplication of public utility facil- 
ities, whether under public or private owner- 
ship, and that independent regulation in the 
public interest is desirable for both publicly 
owned and privately owned utilities. 


N° let us hear from Oregon. Al- 

though Oregon has a “one-man” 
commission in the person of a public 
utilities commissioner, N. G. Wallace, 
who occupies that office, submitted the 
three questions to his staff officers, T. 
O. Russell, chief engineer, and Mel- 
wood Van Scoyoc, chief accountant. 
Speaking for himself, Mr. Wallace 
states : 


Under the REA we have some organiza- 
tions in this state which have gone into terri- 
tories which privately owned utilities have 
determined to be uneconomic, and it is my 
thought that this may eventually react to the 
disadvantage of both the codperative organi- 
zation and the community attempted to be 
served. In other words, I feel that both 
publicly and privately owned utilities should 
apply for certificates of convenience and 
necessity before entering upon the duties 
which utilities owe to the community. 

I also feel that publicly owned utilities 
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should be required to make and publish to 
their ratepayers a complete accounting, 
which requirement might be met with a brief 
analysis of their financial condition. This 
particularly in view of the fact that 
the laws of Oregon under which public ut'l- 
ity districts may be formed permit the issu- 
ance only of general obligation securities. 
These securities are not against the prop- 
erty but are based upon the tax-raising abil- 
ity of the organization. Any errors in man- 
agement or in financing may force a tax levy 
against real and personal property in the dis- 
trict to take care of any financial deficit 
incurred by the operating organization. 


Mr. Russell answers the first ques- 
tion “no,” adding that he has never 
believed in the so-called double stand- 
ard of regulation because it results in 
a situation which makes an intelligent 
comparison of public and private opera- 
tion impossible. Answering the second 
question, Mr. Russell says he has found 
both faults and virtues in local public 
ownership set-ups and is inclined to be- 
lieve that “the percentage of the human 
tendency to err seems consistent for 
both publicly and privately owned util- 
ities.” Answering the final question in 
the affirmative, Mr. Russell repeats that 
“unless both publicly and privately 
owned utilities operate under the same 
restraints as to practices and accounts, 
comparisons of results returned are al- 
ways futile.” 

Mr. Van Scoyoc did not believe in 
the double standard of regulation but 
added that the type of regulation which 
might be proper to impose on publicly 
owned utilities should not necessarily 
be the same as that imposed on private 
utilities because of inherent differences. 
He agreed that in the absence of all 
regulation, publicly owned manage- 
ment is prone to managerial laxity to 
about the same extent as private utility 
management. Answering the final 
question in the affirmative, Mr. Van 
Scoyoc concluded : 
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In conclusion I would add that in my opin- 
ion what is needed at present in this state is 
a requirement of law that municipal and 
other public utilities keep their accounts in 
accordance with a uniform system of ac- 
counts similar to that prescribed for private 
utilities and that there should be an inde- 
pendent compulsory audit each year by the 
secretary of state’s division of audits and 
the publication of an audit report in the local 
papers. 


Kevan emphatic is our last quo- 
tation from West Virginia, where 
commission regulation of municipal 
plants is now authorized by statute. 
Chairman John J. D. Preston, of West 
Virginia, expressed his personal an- 
swer “no” for the first question and 
“yes” for the second and third (“em- 
phatically”). He added the following 
succinct statement : 


I believe in the single standard of regula- 
tion such as obtains under the statute in 
West Virginia, whereby municipally and 
otherwise publicly owned and operated util- 
ities are regulated in the same manner by 
this commission as privately owned and op- 
erated utilities. I believe even further, that 
a publicly owned utility should pay the same 
taxes and otherwise be put on a parity in 
its operating expenses with the privately 
owned utility; that its contribution to gov- 
ernment should be by way of taxes, assessed 
and levied on a parity with those paid by 
other properties and businesses; and that it 
should not yield a return on investment or 
profit to the public. In other words, being 
publicly owned, it should operate at cost in 
the broader sense. 


T is with some regret that this writer 
finds himself unable, because of 
confidential restrictions imposed, to 
quote from more of these interesting, 
enlightening, and pertinent replies from 
sO many state commissioners who 
graciously took time from their de- 
manding regulatory duties to partici- 
pate—some in considerable detail—in 
this survey of commission opinion. 
Some commissions begged to be ex- 
cused because of lack of jurisdiction in 
the premises or lack of definite experi- 
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ence which would qualify them to ex- 
press an opinion. Thus, Chairman D. 
J. Driscoll of the Pennsylvania Public 
Utility Commission asked indulgence 
in view of his limited contact with the 
actual problem. Chairman Driscoll 
added that, so far, he has observed no 
political activities in connection with 
municipally operated utilities and that, 
judging only from waterworks’ op- 
erations (Pennsylvania has more pri- 
vately owned waterworks than any 
other state), the service and rates of 
the municipal plants seemed on the 
whole to give the consumer more ad- 
vantage. 

Another understandable reason for 
the reticence of the commissioners who 
replied under the seal of confidence was 
a desire to avoid being drawn into any 
local political disputes. In at least two 


states, the very subject of this discus- 
sion is an active issue in the current 
political campaign. As one state com- 
missioner put it: 

I don’t care about myself, but in view of 
the fact that this matter is almost certain to 
come before the legislature, I hesitate to 
embarrass my good colleagues. I can give 


you the benefit of my views only in this in- 
formal fashion. I wish it were otherwise. 


And so we have presented an inter- 
esting collection of quite divergent 
views. The purpose of this Fort- 
NIGHTLY survey was not, of course, to 
settle this question of whether publicly 
owned utilities should be regulated, but 
simply, as stated before, to develop en- 
lightened discussion from a highly 
qualified source. The foregoing quota- 
tions are at least prima facie evidence 
that the survey accomplished that pur- 
pose. 





The Futility of Pump Priming 


” ‘I HAD very little faith in pump priming when it was started ; 

but after seeing the officials of the government prime the 
pump and pump the priming from 1934 to the present time, and 
seeing all the time the water go down instead of coming up, I 
am sure that every man who is capable of learning anything 
from experience-—there are not a great many—especially ex- 
perience with other people’s money, should have learned, after 
we had spent somewhere between fifteen and twenty billion 
dollars, that pump priming is a fallacy and a fraud, a delusion 


and a snare.” 


—Jostan W. Baltey, 


U. S. Senator from North Carolina. 
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The Lessening Accident Shadow 
In the Utility Field 


Prominent part taken by the industry in the safety 

movement in the United States, which is celebrat- 

ing its silver anniversary this year. Gratifying results 
of accident control efforts. 


By RANDALL R. HOWARD 


HIS year the safety movement in 
[ee United States is celebrating 

its Silver Anniversary—twenty- 
five years of organized activity in the 
control of accidents in our shops and 
factories, on our streets and highways, 
and other public places, and in our 
homes. 

This makes timely some pertinent 
questions about the public utility in- 
dustry. What part has it had in this 
national safety program ; and what has 
been the safety progress of utility com- 
panies? Also, what are utility compa- 
nies doing to help control accidents in 
those fields which naturally would most 
affect their public relations—that is, in 
the fields of public accidents and home 
accidents, as contrasted with industrial 
accidents ? 

This last question suggests the 
unique position regarding accidents, in 
NOV. 10, 1938 


which the public utility industry finds 
itself today. During the past ten or 
twelve years the industry has made a 
really remarkable reduction in its own 
trade accidents—a reduction of about 
three-fourths in the numerical fre- 
quency of its accidents, and about two- 
thirds in the severity of its accidents. 
In sharp contrast, see what has hap- 
pened in the two other fields in which 
public utility companies must supervise 
and deliver a large part of their serv- 
ices. In these other two fields of home 
accidents and street and highway acci- 
dents, the trend has been almost as 
sharply upward—in spite of a highly 
organized national safety program 
over the radio, in our newspapers, 
through our schools, with the coopera- 
tion of hundreds of civic and welfare 
organizations, and with the direct or in- 
direct aid of vast and increasing public 
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appropriations for various kinds of 
safety regulations. 


| asinine the period of twenty-five 
years ago, most old-time execu- 
tives will frankly admit that many util- 
ity companies had very poor safety rec- 
ords. In those pre-safety days, a con- 
tinuous stream of accidents was ac- 
cepted as a matter of course, as one of 
the prices which must be paid for in- 
dustrial activity and advancement. 

“In the small city where I was lo- 
cated in my earlier years,” said one 
such executive to me recently, “we ex- 
pected an average of one death a week 
to our linemen, and many other less 
serious accidents.” 

“What kinds of accidents has this 
company been having recently?” I 
asked. 

“Oh, about the same kinds—but not 
so many of them.” 

Those well-remembered days of 
many accidents were not peculiar, of 
course, to public utility companies. 
Those were the days of the installation 
of many new shop and factory ma- 
chines, new power methods including 
electrical, new hazards of many types. 
Accidents, as we have said, were ac- 
cepted as a matter of course. The big 
steel mills were often referred to as 
“slaughter houses.”’ It was a common 
saying that every new mile of railroad 
would cost the life of at least one 
worker. 

Then the coming of the “muckrak- 
ing” era, when it was smart magazine 
journalism to play up all kinds of in- 
dustrial accident stories, many of them 
undoubtedly much overdrawn. Though 
the public may have been fed with ex- 
aggerated bloody pictures of industrial 
processes and plants, there was created 
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a new general interest in the conserva- 
tion of human life, a new national phi- 
losophy of human safety. 


NE of the results was the whirlwind 

passage by many states of work- 
men’s compensation laws, beginning in 
1910 with New Jersey. This helped to 
stimulate the growth in the United 
States of a new theory toward indus- 
trial accidents ; namely, that each indus- 
try rightfully should pay for—or pre- 
vent—its own accident compensation 
losses. This movement has spread un- 
til today only three states are without 
such laws, even though it is estimated 
that approximately 30 per cent of 
workers, for one reason or another, are 
exempt from the authority of any such 
state or Federal law. 

The steel industry is credited with 
the first systematic large-scale program 
for the control of industrial accidents, 
based on undoubted humanitarian mo- 
tives, but backed up by the now ac- 
cepted insurance principle that it is 
cheaper to prevent many types of acci- 
dents than to pay for them. 

The electrical industry is also closely 
woven into the beginnings of the or- 
ganized safety movement in the United 
States. The spectacular early develop- 
ments in the use of electrical power had 
already transformed the making of 
steel, and greatly stimulated the growth 
of the “steel age” and the coming of 
the new “electrical age.” But these 
new electrical processes in the steel in- 
dustry also brought troublesome new 
hazards to foremen and workers. This 
condition led to the organization, in 
1907, of the Association of Iron and 
Steel Electrical Engineers; and the 
early appointment of an active safety 
committee. 
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This committee, after about four 
years of safety promotional experience, 
authorized chairman Lew R. Palmer to 
call the First Codperative Safety Con- 
gress, held in Milwaukee in 1912. The 
sixteen delegates mostly represented 
the steel industry, railroads, insurance 
companies, and state and Federal com- 
missions. They organized the National 
Council for Industrial Safety, which 
soon changed its name to the National 
Safety Council. R. W. Campbell, chair- 
man of the Central Safety Committee 
of the Illinois Steel Company, was the 
first president. W. H. Cameron soon 
became the managing director, which 
position he still holds today. 


| panes C. Richards of the Chicago 
and North Western Railway, 
often called the father of railroad safe- 
ty, is credited with having started off, 
under a “Safety First” slogan among 
his railroad workers, the first volun- 
tary type of safety program; and this 
voluntary feature has always been a 
special characteristic of the American 
type of industrial safety organization, 
as contrasted with the more formal, 
legally enforced systems of other coun- 
tries of the world. 

Richards’ new plan was based on the 
principle that since his workers them- 
selves suffered most from accidents 
and stood to profit most from practical 
accident prevention, they should be the 
real backbone of his railroad safety 
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program. He had a favorite saying 
that “Safety Men are more important 
than Safety Things.” He organized 
safety committees composed largely of 
workers who were often rotated, which 
committees made direct safety sugges- 
tions to the management. During one 
early year of this program, such com- 
mittees made 4,545 safety suggestions 
and 4,382 of these were adopted by his 
company. 

Commenting on the voluntary phase 
of his program, Richards said that the 
effort to prevent accidents and loss of 
limb by law has been to a large extent 
a failure, because the laws overlooked 
the human element which was, is now, 
and always will be, the controlling fac- 
tor in the matter. 


aX the Second Annual Safety Con- 
gress, held in New York city in 
1913, Miss Frances Perkins, then with 
the New York Committee on Safety, 
was one of the impassioned impromptu 
speakers before the Fire Prevention 
session. Before another session, Presi- 
dent M. W. Mix, of the Dodge Manu- 
facturing Company, told how the Na- 
tional Association of Manufacturers 
had for four years been making “Saf- 
ety First’ a national slogan in many 
of their manufacturing plants. 
Charles B. Scott reported that the 
various affiliated companies of the 
Middle West Utilities Company had 
for several years been maintaining in 


large-scale program for the control of industrial accidents, 


q “THE steel industry is credited with the first systematic 


based on undoubted humanitarian motives, but backed up 
by the now accepted insurance principle that it is cheaper to 
prevent many types of accidents than to pay for them.” 
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Chicago a central bureau of safety 
to prevent accidents in their plants and 
to promote public safety. Incidentally, 
this bureau is still operating with Mr. 
Scott as president, today representing 
the Middle West Corporation group of 
about 60 utility companies in about 20 
states. 

“Our policy,” Scott reported to this 
1913 Safety Congress, “has not been 
to exercise strict discipline and govern 
men in this way, but rather to take up 
the educational side of the work 
through monthly meetings. These seem 
to arouse proper interest. We have 
had very few cases where discharge 
would have been proper . . . What we 
have to contend with is the desire of 
foremen to excel along other directions, 
such as production and lessening of 
operation cost—points which seem to 
absorb their minds.”’ 


ees same voluntary phase of the 
movement was also stressed at 
the Third Annual Congress, held in 
Chicago in 1914, by Dr. Royal Meeker, 
Commissioner of Labor Statistics, 
U.S. Department of Labor. He made 
a plea for more uniformity among 
states in the collection of basic accident 
statistics, declaring that the states then 
had 57 varieties of statistics and more. 

“We must,” he said, “get govern- 
mental agencies to work together. Our 
government is a curious government. 
I have not time here to enter upon a 
dissertation upon the organization of 
a Federal state, or whether there is 
such a thing as a Federal state. We do 
know that the states have large powers, 
large functions. For example, the Bu- 
reau of Labor Statistics has not much 
power to command information. I am 
glad it does not have that power. I 
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would rather get information the way 
we get it by codperation with the plants 
(industrial) and the codperation of in- 
dividuals from whom we obtain infor- 
mation, than go to them with a 
revolver and club and sword and a 
gun with a bayonet on it, and demand 
the information at the point of all these 
weapons put in our hands by law.” 

This Safety Congress was the first 
to have a “Transportation and Public 
Service Session,” with Martin J. In- 
sull, then vice president of the Middle 
West Utilities Company, as chairman. 
He emphasized a growing public tend- 
ency to seek damages from utilities 
on account of injuries “which, if not 
magnified by self-appointed lawyers, 
and aggravated by their medical part- 
ners, would ordinarily be considered of 
no moment.” 

He urged that the safety move- 
ment, by eliminating the possible causes 
of accidents, the education of employ- 
ees to prevent them, and the public to 
avoid accidents, must materially aid in 
the partial elimination of the growing 
evil. He declared that the public as a 
whole, largely due to ignorance, are 
not as interested or as helpful as they 
should be in efforts taken by corpora- 
tions for their safety. If anything, 
they resent them as an infringement of 
their private rights rather than wel- 
come them as a protection for their 
life and limb. 


XN the next Annual Safety Congress, 
in 1915, the first public utilities 
sectional meeting was held with Dr. 
E. B. Rosa, acting director, U. S. Bu- 
reau of Standards, as chairman, and 
an attendance of about 200. The papers 
and discussions were on such practical 
topics as “Linemen and Their Haz- 
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Types of Industrial Accidents 


nae ome shock describes the most common type of accident. 
The three other most important types were: Falls of persons 
from one level to another, mostly from poles and trees; fall- 
ing or sliding objects, mostly when employees were handling mate- 
rials by hand or with hoists ; and ‘caught in or between,’ such as when 
operating or repairing machinery, or caught by a moving vehicle.” 





ards,” “Hazards of Gas Works,” and 
“Hazards of the Street.” 

During later annual sessions of the 
Public Utilities Section, a problem 
much discussed was the rapid increase 
of public accidents on streets and high- 
ways to company motor vehicle fleets. 
One of the troublesome aspects of the 
problem was (and still is) the usual 
wide variety of sizes and types of mo- 
tor vehicles, incidentally operated by 
drivers who are engineers, salesmen, 
supervisors, linemen, metermen, etc. 
Suggested remedies were that compa- 
nies must exercise greater care in the 
selection and maintenance of adequate 
vehicles, and in getting capable drivers 
who realized their public responsibility 
and had been impressed by manage- 
ment with a sincere desire for safe op- 
erating. 

Also, there were troublesome public 
control aspects. For instance, careless 
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public drivers who would crash into 
warning signs for the protection of 
workers on a street or highway—but 
it was decided to be a better public safe- 
ty policy to permit such a driver occa- 
sionally to crash a sign rather than to 
collide with a man or group of men at 
work. 

“The public relations feature,” de- 
clared one speaker, “increases the im- 
portance of many of our claims. There 
are times when the company driver 
may not be at fault at all, but still the 
customer demands that the company 
pay all or part of the bill. The situation 
is embarrassing to adjust. It may be 
likened to a regular customer of a de- 
partment store who aimlessly bumps 
into a fixture, then demands that the 
management pay for a torn dress.” 


‘ I ‘wo of the most important agen- 
cies in the national control of pub- 
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lic utility accidents has been the work 
of the Accident Prevention Commit- 
tee of the American Gas Association ; 
and the work of the Accident Preven- 
tion Committee of the Edison Electric 
Institute, as the continuation of a like 
program by the former National Elec- 
tric Light Association. 

The remarkable accident-control re- 
sults in the public utility industry were 
put quite dramatically a few years ago 
by C. R. Beardsley, superintendent of 
distribution, Brooklyn Edison Com- 
pany, before a group of about 250 per- 
sons attending a session of the Greater 
New York Safety Conference. Beards- 
ley was demonstrating, from an acci- 
dent-rate chart to which he for years 
had been giving a great deal of atten- 
tion, the advancement made by the in- 
dustry since the beginning of the or- 
ganized safety movement in 1912. 

“Tf the 250 of you who are attend- 
ing this meeting today,” said Beards- 
ley in substance, “had been working in 
the public utility industry in 1912, 5 
of you might have expected to be killed 
during the course of the year’s work. 
By contrast, at the present time, all of 
you could expect to work for four years 
before one of you would be killed. That 
is, we have reduced the fatality rate for 
our industry to about one-twentieth of 
what it was twenty years ago.” 


a portion of credit for this 

progress should be given, in his 
opinion, to the work of the early pi- 
oneers in the safety movement, several 
of whom had been active in the forma- 
tion of the Public Utility Section of the 


National Safety Council. “But by 
1926,” said he, “it appeared that acci- 
dent progress had halted. Some were 
convinced that we had reached an ir- 
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reducible minimum and that any in- 
crease in accident prevention effort and 
expense would be wasted. Others had 
faith. You can see,” he added, point- 
ing to his chart, “that their faith was 
warranted, as the ratios were lately 
sharply reduced. I believe the reason 
lies mainly in a general change of atti- 
tude on the part of supervising engi- 
neers and executives.” 

He gave his view of how this change 
of attitude had come about. Previ- 
ously, the Accident Prevention Com- 
mittee of the old National Electric 
Light Association had been autono- 
mous, not related to any other group. 
“Its fine work,” said he, “was not ap- 
preciated and its program had not been 
adopted generally by engineering 
groups.” 

He told how he had conferred with 
H. R. MacKinnon, the new chairman 
of the Accident Prevention Committee 
which had just been placed under the 
Engineering National Committee. 
They decided that their chief problem 
was to make a restatement of their 
safety achievements to date and their 
safety problem still ahead, in engineer- 
ing terms that would be understood and 
accepted by the engineering groups. So 
they began to make studies of accident 
costs, not in terms of accident fre- 
quency per millions of hours of ex- 
posure, but in terms of the cost of acci- 
dents to companies per employee per 
year. 


HE figures which they were able 

to compile soon proved that the 

different companies had a wide range 
of accident costs. 

A preliminary study of costs, he re- 

ported, based on reports from a few 

companies had indicated an annual in- 
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dustry loss of about twenty millions of 
dollars, including some intangibles 
roughly evaluated. “With these new 
leverages,” he continued, “we went 
over the heads of department super- 
visors, and talked to the executive 
heads of some of the largest holding 
companies on the basis that there is a 
large slice of gross revenue going out 
as a loss which may be converted to an 
addition to net. 

“Tt was very quickly found that we 
had discovered the key. I can name 
three large groups whose high execu- 
tives admitted that this was a new 
thought, and who commended literally 
raising hell in their organizations. De- 
pendence was shifted from the safety 
engineers who had been burdened with 
responsibility not backed by authority, 
and who were therefore limited in ef- 
fectiveness through no fault or defi- 
ciency of their own, to the department 
heads who hold direct power of author- 
ity over the working groups. Very 
quickly we noted improvement. Each 
year it has continued.” 


M®* Beardsley defended these re- 
markable accident improvements 
against the criticism that they had been 
due solely to reductions in the construc- 
tion program of the industry. The refu- 
tation was made through another ref- 
erence to his chart which, continued 
through the years, has had an impor- 
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tant place in the accident history of the 
industry. 

This chart indicates that for the pe- 
riod from 1923 to 1930, days lost per 
100 employees dropped sharply from 
146 to 81; lost time accidents per 100 
employees dropped from 9.7 to 4.9. 
and fatalities per 1,000 employees were 
reduced from 3.4 to 2.4. But during 
this same period cost of construction 
for the industry advanced from about 
$600,000,000 in 1923 to about $920- 
000,000 in 1930, after which date there 
was a sharp drop in construction work. 

At this meeting Mr. Beardsley also 
made a plea for changes in official acci- 
dent reporting methods of the industry, 
so that their accident facts would be 
more nearly in the “dollar cost” lan- 
guage of the engineers and operating 
executives of the industry. We should 
know, he argued, in what branch of 
the work these accidents occurred — 
overhead line work, underground sys- 
tems, interior construction, operation, 
and maintenance, etc. 


HE results from this plea and from 

like requests from other industries 
have resulted in the collection of im- 
portant additional data about the acci- 
dents of the public utilities industries. 
This improvement is described in the 
last (1936) issue by the National 
Safety Council of “Accident Rates in 
the Public Utilities Industries” : 


of public utility accidents has been the work of the Accident 


q “Two of the most important agencies in the national control 


Prevention Committee of the American Gas Association; 
and the work of the Accident Prevention Committee of the 
Edison Electric Institute, as the continuation of a like pro- 
gram by the former National Electric Light Association.” 
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This report states that during the 
past three years, companies having fa- 
talities or permanent partial disabilities 
have been requested to make special re- 


ports on the circumstances involved in- 


such injuries, so that better informa- 
tion could be developed on the funda- 
mental causes of serious accidents in 
the industry. Summary reports have 
listed 718 serious injuries during the 
last three years and 243 of these cases 
have been reported in detail. 

Analysis of these reports shows that 
one-half of all serious injuries in the 
industry were to linemen, which inju- 
ries were mostly electrocutions. About 
11 per cent of the injuries were to fore- 
men and supervisors. Other serious in- 
juries were mostly to repairmen and 
electricians, laborers, and substation 
and ground operators. Nearly half of 
the injuries were from such electrical 
apparatus as live conductors, switches, 
and transformers. Poles and vehicles 
also were involved in many of the ac- 
cidents. 


| lea shock describes the most 
common type of accident. The 
three other most important types were: 
Falls of persons from one level to an- 
other, mostly from poles and trees; 
falling or sliding objects, mostly 
when employees were handling ma- 
terials by hand or with hoists; and 
“caught in or between,” such as when 
operating or repairing machinery, or 
caught by a moving vehicle. 

Improper guarding figured in one- 
third of all the serious injuries. Most 
of the electrocutions were due to the 
simple circumstance of workers not 
wearing rubber gloves. Nearly half of 
those injured were taking chances or 
disregarding instructions, though some 
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foremen were lax in enforcing com- 
pany rules. About 15 per cent of in- 
juries were charged to lack of knowl- 
edge or skill. 

It is interesting also to note from 
this summary that the 647 public 
utility companies which reported their 
1936 experience made a little better 
showing in their accident frequency 
than the average for all the 30 different 
industries which are classified in this 
national report. The utility companies 
had 12.34 disabling injuries per 1,000,- 
000 man-hours of exposure, as against 
13.57 for all the 30 industries. This 
gave the utility industry a rank of No. 
15—just halfway down the line be- 
tween the five industries which had the 
fewest accidents (tobacco, laundry, 
textile, cement, and rubber), and the 
five industries with most accidents 
(lumbering, mining, refrigeration, 
construction, and meat packing). 


— the public utilities didn’t show 
up quite so well in their “severity 
rate.” The industry reported 2.02 days 
of lost time from disabling injuries 
per 1,000 man-hours of exposure, in- 
cluding a scale of arbitrary charges for 
different kinds of permanent disabili- 


ties. In contrast, the average for all 
other industries was only 1.64. This 
dropped public utilities down to the 
rank of No. 25, being exceeded in se- 
verity of accidents only by the cement, 
construction, quarry, lumbering, and 
mining industries. But it should be 
added that four of these other five in- 
dustries have accident severity rates 
from two to four times greater than 
the rate of public utilities. 

It is further interesting to note that 
the larger public utility companies had 
accident frequency rates which were 
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Safety’s Long Jump Ahead 


“7 the last thirty years, safety has taken a 
long jump ahead. Industry in general and 
particularly the electrical utility group has done 
a splendid job of improvement. . . . Recently 
the public has been awakened to the terrible toll 
of accidents at home and on the highway. How- 
ever, despite the efforts of safety councils, in- 
surance companies, and police, as yet the public 
has utterly failed to grasp its responsibility. Ex- 
isting or future laws cannot wholly control the 
individual.” 





somewhat lower than the rates of the 
smaller companies; but the smaller 
company had severity rates which were 
considerably lower. Among the differ- 
ent kinds of public utility companies 
which reported, the telephone and tele- 
graph companies had frequency rates 
which were only about one-third as 
great as the rates of the natural gas 
companies; and in between were these 
additional groups: water, gas and elec- 
tricity, electric division, manufactured 
gas. In severity rates the water com- 
panies had only one-tenth the rate of 
gas and electricity, with the following 
groups in between: telephone and tele- 
graph, manufactured gas, natural gas, 
electric division. 


ie this annual report there was no at- 
tempt to classify accidents from the 
viewpoint of public relations aspects. 
However, the available state compensa- 
tion reports classify accidents from ve- 
hicles as the second most important 
type, and it is known that a large per- 
centage of all vehicle accidents have 
public relations aspects. 

In this field, public utilities also are 
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giving much attention to control of ac- 
cidents. Among the 907 truck fleets 
which reported their 1926 accident ex- 
perience to the National Safety Coun- 
cil, 119 of these were the fleets of pub- 
lic utility companies, which number 
was exceeded only by the petroleum 
group with 129 fleets. The 119 public 
utility fleets, with 11,793 vehicles, 
ranked a little better than average 
among all fleets, reporting 2.79 acci- 
dents for every 100,000 vehicle 
miles. 

Some utility executives are so keenly 
aware of the public relations aspects of 
their accident problem that they be- 
come impatient and critical of the slow- 
ness of response by the general public 
to the safety efforts of utility compa- 
nies. 

“T have about concluded,” said one 
such executive at a New York safety 
conference, “that accidents are not ac- 
cidents but are failures in responsibil- 
ity .. . In the last thirty years, safety 
has taken a long jump ahead. Industry 
in general and particularly the electrical 
utility group has done a splendid job of 
improvement . . . Recently the public 
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has been awakened to the terrible toll 
of accidents at home and on the high- 
way. However, despite the efforts of 
safety councils, insurance companies, 
and police, as yet the public has utterly 
failed to grasp its responsibility. Ex- 
isting or future laws cannot wholly 
control the individual. For hazards in 
the home, or the individual as a pedes- 
trian or car driver, cannot be policed 
except through his own self-control.” 


tT. motives which may prompt a 
utility company to engage in acci- 
dent prevention work were interestingly 
summarized in a recent Safety Con- 
gress by N. M. Argabrite, vice presi- 
dent of the American Gas and Electric 
Company. 

“Accidents,” he said, “are viewed by 


the executive from more than one 
standpoint. First, humanitarian — he 
feels that he has no right to run a busi- 
ness that kills a number of men each 
year and leaves a trail of widows and 
orphans. He has no right, but also no 
stomach for it. He is human. His heart 
aches for a faithful assistant and for 
the family which has been deprived of 
its breadwinner. 

“Then there is the standpoint of pub- 
lic opinion. People do not look kindly 
upon a company that is continually cre- 
ating cripples, and causing deaths. The 
local press cannot afford to let such 
things go unnoticed. 

“Then there is the financial stand- 
point. Liability insurance, both em- 
ployee and public, is no small item. And 
there is the loss of trained men.” 





Regulated Monopoly and Technological 
Competition 


¢ oF a the efficient and moderate operation of the necessary 
telephone monopoly ts being overtaken by radio, and tt 
occurred to me recently that the much-discussed power and 
light monopoly, which now seems to be a matter of such concern 
to government, may find itself regulated by an economic com- 
petition more effective than any government or law. The re- 
cently announced mass production of Diesel engines at a much 
cheaper price may make unit power and light installations 
cheaper for every factory and household than great hydroelec- 
tric installations.” 
—Excerpt from statement by Hon. Bernard 
Baruch to the U. S. Senate Committee 
on Unemployment and Relief. 
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The Plight of the Railroads 


Complex tariffs, unregulated competition, “long-and-short-haul” 

laws and Panama canal policy, and an uninformed public, among 

the reasons, in the opinion of the author, for the present condition 
of the rail carriers. 


By WILL M. MAUPIN 
MEMBER, NEBRASKA STATE RAILWAY COMMISSION 


\ \ J iru the greatest railroad sys- 
tem in the world, with the best 
rail transportation in the 
world, with the lowest passenger and 
freight rates in the world, speed, safety, 
and convenience considered, the rail- 
roads of the United States are in a sad 
plight. With two-fifths of the railroad 
mileage of the nation in the hands of 
receivers, and much of the remaining 
three-fifths tottering on the brink of 
bankruptcy, something needs to be 
done, and done quickly. The solution 
of the problem does not lie in govern- 
ment ownership and operation. State 
and Federal governments have never 
been known to do business efficiently 
or economically. Certainly the solu- 
tion does not lie with professional poli- 
ticians and agitators. It must lie in the 
common sense of a people who become 
conversant with the real facts. 

It is true beyond a doubt that the 
railroads—their management in times 
past—have been greatly to blame for 
their present plight. Disregard of the 
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rights of the public, overcapitalization, 
watered stock, speculation, stock rig- 
ging, playing the public; these are some 
of the things railroad management in 
past years has been guilty of indulging 
in. Failure to cultivate friendly public 
relations—too much of the “‘public-be- 
damned” attitude—is to a large extent 
responsible. Railroad managers have 
seen the light in the last instance and 
are now taking the public more closely 
to heart. Selfish, perhaps, but en- 
lightened selfishness, if you please. 

I frankly admit that I am not a rail- 
road man. I never built a mile of rail- 
road; I was never employed by a rail- 
road, but I have a wide acquaintance 
among railroad men, from employees 
to employers ; from section hands to ex- 
ecutive vice presidents, presidents, and 
chairmen of boards. As a newspaper 
man of wide experience long before I 
became a member of a state regulatory 
body, I gained an intimate knowledge 
of the great Middle West, of its prob- 
lems, and of its people. 
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LL this gives me some warrant for 
A speaking of present transporta- 
tion conditions, and I think I know 
some of the reasons for the present 
plight of the rail carriers. Let me 
enumerate some of them: 

Tariffs too complex for the public to 
understand, and so complex that even 
the rate experts of the railroads cannot 
agree as to what they mean. 

Unregulated competition of over- 
regulated rail carriers. 

An inflexible “long-and-short-haul” 
law that works to the disadvantage of 
the great section that produces the 
breadstuffs and meatstuffs of the coun- 


try. 

An unregulated coastwise shipping 
industry that does not have to pay pre- 
scribed wages, provide its own right of 
way, operate on schedule, or pay for 
the upkeep of the ways it uses. 


The Panama canal, which discrimi- 
nates against railroad-owned ships, but 
allows the ships of all nations to use it 
on practically the same terms as Ameri- 
can-owned bottoms. 

Railroads have to buy and maintain 
their own right of way, build and 
maintain their own terminals, main- 
tain their own signal systems, and pay 
heavy taxes on everything they own 
and use. But Uncle Sam, or rather his 
nephews and nieces, provides the coast- 
wise shippers with a right of way, buoys 
the channels, and improves the harbors, 
which the vessel owners use without 
paying a cent for installation or up- 
keep. The railroads are regulated at 
every turn of the road; the coastwise 
traffic is regulated but very little, if at 
all. Trains must run on schedule, but 
the coastwise vessel can wait until it 
gets a load. The railroads must submit 
to rates fixed by commissions, but the 
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vessel owner may make his own rates. 
Wages of railroad employees are, prac- 
tically, what the railroads are told to 
pay. 

The owners of coastwise boats are 
not so hampered. Railroad hours of 
labor are fixed by law; seamen’s wages 
and hours are not so fixed. 


|e hee very recently another com- 
petitor of the railroads was al- 
lowed to go unregulated—the trucks. 
But the Interstate Commerce Commis- 
sion has been working on truck regu- 
lation for several years, and yet it has 
not made any attempt to fix truck rates. 
It has merely allowed the truckers to 
file their rates, which are the legal rates 
until the Interstate Commerce Com- 
mission gets around to fixing them as it 
fixes railroad rates, if it ever does. 

If a coastwise vessel owner wants to 
discontinue service of one or more of 
his vessels, he does so without asking 
anybody’s permission. But in my own 
state of Nebraska, and I presume in 
other states, if a railroad wants to sub- 
stitute tri-weekly service for daily serv- 
ice on a branch, or change the schedules 
of its trains, it must get permission 
from the state railway commission. No 
other public utility in the country is so 
hampered. 

Railroads cannot make rates to meet 
competition, and the inflexible “long- 
and-short-haul clause” of the Transpor- 
tation Act prevents them from even a 
feeble attempt at securing transconti- 
nental traffic against the unregulated 
coastwise traffic and the advantages of 
the Panama canal. I know of no one in 
favor of repeal of the “long-and-short- 
haul’ clause, but I am one who believes 
that it should be modified so as to give 
the railroads an opportunity to recap- 
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Subsidy to Shippers 


66 PJartroaps have to buy and 

maintain their own right 
of way, build and maintain their 
own terminals, maintain their own 
signal systems, and pay heavy 
taxes on everything they own and 
use. But Uncle Sam, or rather his 
nephews and nieces, provides the 
coastwise shippers with a right of 
way, buoys the channels, and im- 
proves the harbors, which the ves- 
sel owners use without paying a 
cent for installation or upkeep.” 





ture some of the traffic long since lost 
to vessels using the Panama canal, 
which the public, railroads included, 
paid for—and through the nose. Either 
tha, or put the coastwise traffic under 
the jurisdiction of the Interstate Com- 
merce Commission as to wages, rates, 
hours of service, and sharing the ex- 
pense of maintaining buoys, harbor 
improvements, etc. 


5 HIPPERS of a slow-moving com- 
modity doing business within 500 
miles of the Atlantic, can ship by rail 
to the coast, transport it by water 
through the Panama canal, to the Pa- 
cific coast, and then by rail 300 miles 
inland, cheaper than the shipper of the 
same commodities can ship by rail from 
Chicago to the Pacific coast. The re- 
sult is that the rail carriers have lost 
all that once profitable traffic. It is all 
very fine for the shippers close to the 
two coasts, but it has spelled the ruin 
of industrial development in the Mid- 
dle West, and driven the rail carriers 
to the brink of bankruptcy. Now, 


after suffering for years from this sort 
of thing, the rail carriers are threat- 
ened with the loss of what little long- 
haul traffic they have managed to re- 
tain by reason of improved inland 
waterways, improvements paid by you 
and me and the railroads themselves. 
With the less-than-car-load traffic and 
short-haul business ruined by the 
trucks, and a further loss of long-haul 
traffic, no wonder the managements of 
our railroads are tearing their hair and 
running around in circles. 

Of course, the shippirig public, ten- 
ders and receivers, object to increased 
rail rates. We of the Middle West have 
every reason to object. But what is to 
be done about it? There can be but one 
answer. Either the unregulated com- 
petitors of the railroads must be as 
rigidly regulated as the railroads, or 
the railroads must be “unregulated” 
and allowed to compete with a free 
hand. The last resort is unthinkable; 
the first resort is imperative. 

The barge, the ships’ bottoms, and 
the trucks can never take the place of 
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the slat car, the box car and the gon- 
dola. 


N@™ having had a thing to do 
with operating a railroad, I claim 
to be in a position to give them the very 
best kind of advice. In fact, I can prove 
my competency. I am the happy father 
of eight children, four boys and four 
girls, to say nothing of being grand- 
father to a constantly increasing tribe. 
I know little or nothing about raising 
children, but when I am in doubt I 
know an immediate source of informa- 
tion on the subject. I go to some maiden 
lady of uncertain age, or some crusty 
old bachelor no self-respecting woman 
would marry, and either or both of 
them can tell me just what to do. I 
hope you get my point. 

The only contact the average man 
or woman has with a railroad is 
through the local station agent. From 
that agent they get their impression of 
railroad management, and he is usu- 
ally ignorant of everything about rail- 
roading except his own circumscribed 
duties. He knows little or nothing 
about cultivating friendly relations 
with his public. The public’s only 
glimpse of the higher-ups is when the 
palatial business car goes through the 
town. I suggest schools for station 
agents, with lessons in public relations. 
The management wants to substitute a 
custodian for an agent operator, and 
applies to the state utility commission 
for authority. A hearing is set, and 
the management comes in with its at- 
torney, its rate men, and an array of 
figures that would give an Einstein 
pause. Before making the application 
why not send some man who knows 
how to cultivate the public out to the 
community interested and hold a 


friendly consultation with the people? 
The chances are many in a dozen that 
there would be no protests ; tedious and 
expensive hearings would be avoided ; 
and everybody would feel more 
friendly and more inclined to codpera- 
tion. 


e Ber downright truth is that the 
railroads are largely to blame for 
their plight. They have failed to take 
the public into their confidence. They 
content themselves with saying they 
must have higher rates, but they fail 
to explain to the public why. What 
does the public know about the things 
the railroads have to contend with? 
And how is the public to know unless 
the railroads tell them in plain, under- 
standable English? The average expla- 
nation of a railroad for this or that, 
usually written by a lawyer, is about as 
understandable by the public as a deci- 
sion of the Supreme Court. I have pre- 
sided at and taken part in scores of rate 
hearings and have spent several years 
studying rates, but often I am puzzled 
to know what it is all about. If with 
my experience I am often at sea, what 
about the interested but horny-handed 
farmer who listens and tries to ascer- 
tain what it is all about? I am often 
puzzled to understand a passenger 
train schedule. Column rating, volume 
rating, LCL rating, marginal notes, 
commodity ratings, first to fifth class 
ratings—the whole blooming mess! 
No wonder the public has become ob- 
sessed by the notion that the railroads 
are trying to put something over. 
More cultivation of public relations, 
more confidence in the public’s inher- 
ent love of justice, simplified tariffs, 
station agents who better serve the 
people, and simple explanations why the 
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railroads are up against it. The way to practical railroading, but I have a 
cure a sore toe is not to sit by the road- pretty good acquaintance with Ol’ Doc 
side and exhibit it to the passing pub- Public, and have implicit confidence in 
lic; the way to cure it is to tie a rag him—if I take him into my confidence. 
around it and limp to a doctor. I sug- Yes, the people are doing a lot of 
gest that the railroad sore toe be taken squawking about the railroads, but it 
to Ol’ Doc Public. He is a pretty good is only a gentle murmur compared to 
old practitioner when he understands the squawks that will arise when the 
the symptoms. railroads find it necessary to abandon 
No, I know little or nothing about branch lines and curtail service. 





Playing with the Map 


W:* might look a little deeper into this problem of the nation and its 
regions, states, and localities, before the Era of Planning. Is it true 
that American life and government were cribbed, cabined, and confined 
within the traditional state lines? It is not true. The nation’s work and the 
nation’s thinking managed to traverse state frontiers and operate in larger 
areas of action. Before the Era of Planning, this country knew regions, 
zones, circuits, and districts. They come to mind almost as fast as the 
pencil stub jots them down: 

Federal Reserve districts; United States judicial circuits; time zones, 
from Eastern Time to Pacific Time; postal zones; freight rate zones; Army 
corps areas; metropolitan areas; store-delivery areas; newspaper circula- 
tion areas; watersheds, as when New York city arranges for its drinking 
water with New Jersey and Pennsylvania; milksheds, as when a big city 
draws its milk from a radius of several hundred miles; church conferences; 
college athletic conferences. 

This omits such well-known examples of regional thinking and living 
as New England, the South, the Middle West, the Coast. It omits peculiar 
newer regions like La Follettia, near the headwaters of the Mississippi. 

Our past has not been strangulated by narrow state lines and crabbed 
localisms. We have been pretty fair regionalists when the need arose. But 
about some of the new region lovers one cannot be sure. They have such 
startling changes of heart. They love regions for TVA, but they hate re- 
gions for wages and hours. Mayor La Guardia thinks it would be a fine 
idea to abolish the states and save a lot of money when the wrong man is 
governor of New York. But he wants complete home rule for New York 
city when the right man is mayor of New York. 

The thing which the new regionalist has really in mind is not regions but 
the status quo. He wants to do away with it. Because we are a nation of 
forty-eight states he wants a small number of regions. If he had found us a 
nation of a few federated regions he would now probably be arguing for a 
much larger number of states. 

Playing with the map is good traditional opposition technique. A new 
status quo will try to wean people away from old loyalties by doing away 
with old names. Old local affiliations can be sapped by changing the bound- 
aries. France in 1789 was composed of two dozen good-sized provinces. 
This was changed under the republic to more than eighty small-sized 
departments. On the other hand, the Bolshevik Revolution found some- 
thing like fifty provinces in European Russia and changed that into a score 
of “rayons” or regions. Hitler made no important change of name or num- 
ber in the old Germany, but he rechristened states into provinces. In the 
conquered Austria it is obviously his aim to stamp out ancient regional 
loyalties by wiping out historic names. 

Not that regions are bad practical geography. River basins are, as a rule, 
good economic units, whether it is the Danube or the Tennessee. But the 
chief interest in regions today is not economics. It is politics, 
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Wire and Wireless 
Communication 


Bee Commercial Telegraphers’ Union 
on October 27th called off a strike 
against the Postal Telegraph Company 
after having reached an agreement with 
company officials to settle their differ- 
ences by negotiations. 

Frank B. Powers, international presi- 
dent of the CTU, an affiliate of the 
American Federation of Labor, an- 
nounced he and a company official at Kan- 
sas City had conferred by telephone and 
had reached their agreement at midnight 
—only nine hours after the strike had 
started. 

The strike was the first resulting 
directly from the new Federal wage-hour 
law. In calling the strike, Powers had 
charged that the company had refused to 
meet a union committee to negotiate a 
new contract based on the maximum 44- 
hour week set by the wage-hour law. The 
present contract is for a 48-hour week 
and the union demands the same rate of 
pay for the shorter work period. 

“We ordered the strike because the 
company refused to abide by the law pro- 
viding forty-eight hours’ pay for the 
forty-four hours’ work,” Powers said, 
“but we prefer to settle it quietly.” 

_ He said no date had been set for nego- 
tiations but that they will begin to permit 
CTU members to work two hours over- 
time each week, a total of forty-six hours, 
with “double time” pay for the overtime 
period. 

He said the company also had agreed 
temporarily to “concessions” for small 
communities where one or two operators 
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are employed to handle limited business. 
* * * * 


- I ‘HE increasing burdens of taxation 
and wage-hour compliance with re- 
spect to small telephone companies in the 
United States were emphasized in the an- 
nual review of the year’s activities of the 
United States Independent Telephone 
Association. The review was made by the 
retiring president, John H. Agee, of Lin- 
coln, Neb. Conceding the desirability and 
humane purpose of much New Deal 
legislation, Mr. Agee declared that “there 
must be in the near future a revision of 
such laws as the Wage-Hour Act, Na- 
tional Labor Relations Act, and Social 
Security Act, if the doctrine of free en- 
terprise is to persevere in America.” 
Mr. Agee’s statistical survey of the 
effect of increased taxation and other ex- 
penses was especially interesting because 
although similar studies have been made 
for other types of utilities and for asso- 
ciated companies of the Bell System, an 
up-to-date analysis of earning trends of 
the small independent telephone com- 
panies required much original research. 
Mr. Agee stated: 

The renewed depression, starting in the 
summer of 1937, fortunately did not re- 
sult so seriously in the loss of stations 
which had been recovered in 1936 and the 
first part of 1937, as some of us might 
have feared. The results for 1937 were, 
therefore, reasonably satisfactory. 

In those parts of the country where 
crop conditions and industrial production 
had produced a fair volume of business, 
the telephone companies in the Class A 
and B divisions reported a fairly satis- 
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factory year. Total operating revenues for 
1937 of Class A companies amounted to 
$65,080,413 compared with $60,923,267 for 
1936. In Class B companies 1937 operating 
revenues were $4,876,239 compared with 
$4,570,484 for 1936. 

Total stations at the close of 1937 for 
the Class A companies were 1,778,648 com- 
pared with a total number of 1936 of 1,- 
695,786. For the Class B companies, total 
stations for 1937 were 164,622 as compared 
with 157,945 for 1936. 

Net profits available for interest and 
dividends for the Class A companies 
amounted to $15,736,732 in 1937, compared 
with $15,370,798 in 1936. This represents 
an earning of 4.8 per cent on fixed capital 
for 1937; 4.7 per cent for 1936. For the 
Class B companies, net profits in 1937 
amounted to $858,186 compared with $939,- 
645 for 1936, a reduction in per cent on 
fixed investments from 4.2 in 1936 to 3.8 
per cent in 1937. 

Taxes increased in Class A companies 
from $6,069,874 to $7,398,870. In 1933 taxes 
were $4,660,505. This represents an increase 
in four years of $2,738,365, or practically 
60 per cent—and taxes are going higher 
and higher. What shall we do about that 
problem? 


Mr. Agee then took figures from the 
reports of the Federal Communications 
Commission to show the trend in toll 
revenue business of all telephone com- 
panies reporting to the FCC (which in- 
clude the entire Bell System and most of 
the larger independent companies). The 
first six months of 1937, total revenues 
amounted to $149,517,000 as compared 
with $142,328,000 for the first six months 
of 1938. Commenting on this, Mr. Agee 
stated : 


This shows a shrinkage of $7,189,000 in 
toll revenues. It reflects not only the effect 
of the recent business depression but also 
the effect of reduction in toll rates initiated 
by the American Telephone and Telegraph 
Company in January of this year. While 
these figures show a decrease of only 5 per 
cent in toll revenues the first six months of 
this year compared with the same period of 
last year, you must remember that the in- 
dependents have not, as a whole, fared so 
well. Several of our companies report a 
decline of 7 to 8 per cent in toll revenues. 

The question might properly arise 
whether suitable and fair consideration is 
given to the independent group at times 
when toll rate reductions are being con- 
sidered. Does not the producer of a sub- 
stantial amount of toll revenue deserve 
some protection? 

It is apparent that the telephone industry 


has suffered less than many other lines of 
business, and due credit must be given to 
the fact that we have carried our full load 
of the heavy increase in all forms of taxes: 
but again we warn that if the telephone 
companies are to avoid the plight in which 
the railroads find themselves, it will only 
be because the administration reco izing 
the value of the service rendered by the 
telephone industry, relieves us from the 
arbitrary penalties provided in much of the 
recent national legislation. 


Fyre from the somewhat disturbing 
picture painted by Mr. Agee, there 
were some indications that the independ- 
ent telephone men are hopeful of im- 
proved business conditions. A telegram 
read at the Chicago convention from the 
nationally known economist, Dr. Dayid 
Friday, stated: 


Developments of the last three months 
indicate that the depression of this last 
year was a normal secondary recession 
which naturally comes after the first out- 
burst of business revival following a major 
depression. 

This has happened after every depres- 
sion for the last hundred years. Expect 
revival in production, employment, and 
profits to continue throughout the next 
year. Interest rates will remain low. 


The convention also heard the general 
attorney of the association, Alfred L. 
Geiger, discuss the work of its Washing- 
ton office during the past year, which was 
especially active in presenting the asso- 
ciation’s position with respect to (1) the 
Federal Fair Labor Standards Act of 
1938, (2) a proposed amendment to the 
Rural Electrification Act which would 
give financial relief to rural telephone 
companies suffering damages from in- 
ductive interference due to construction 
of rural power lines, (3) an amendment 
to the Civil Aeronautics bill which re- 
lieved telephone companies from possible 
burdensome requirements with respect to 
relocation of pole lines along commercial 
aeronautical routes. 

. a ae 


—. unanimous action taken by FCC 
on October 26th in authorizing the 


Bell System companies to submit briefs 
and argument in answer or with respect 
to the so-called Proposed Report on the 
special telephone investigation came 
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somewhat as a surprise to Washington 
observers. This is because of the em- 
phatic manner in which Commissioner 
Walker (who had principal charge of the 
telephone investigation and who, alone 
among the commission membership, has 
so far endorsed the Proposed Report) 
has heretofore declined to admit Bell de- 
fensive material into the investigation 
“record” of the FCC. In effect, there- 
fore, the recent action of the FCC is a 
reversal of the position taken in its own 
special investigation program. 

Looking beneath the surface, however, 
the shift might very well turn out to be 
of more assistance to the FCC than to the 
Bell companies. First of all, the Pro- 
posed Report has been under continuous 
criticism because of the one-sided pro- 
cedure adopted by the investigating staff. 
The FCC membership, including Com- 
missioner Walker, has become increas- 
ingly sensitive to such criticism. Further- 
more, with the strong trend in recent 
Supreme Court decisions (notably in the 
two Morgan cases) towards the protec- 
tion of due process and with criticism of 
the FCC itself breaking out in Congress 
and elsewhere, it is not surprising that 
the FCC membership thought it best to 
tack the investigation course more to the 
leeward. 

As a practical matter, everyone who 
has followed this investigation with any 
degree of interest knows perfectly well 
that the FCC membership would unoffi- 
cially consider very carefully the various 
comments volunteered by the Bell at- 
torneys in their series of “replies” which 
were circulated following the release of 
the Proposed Report last April. While 
the briefs which Bell lawyers are now 
authorized to file may present the Bell 
position in a more formal and elaborate 
manner, the basic arguments are the 
same. So that the net result will be more 
or less to give official cognizance to what 
would otherwise be unofficial judicial 
knowledge. 

This may serve to take some of the 
taint of one-sidedness from the final FCC 
report on the telephone investigation and 
to answer criticism on that score. The 
Bell arguments on the other hand will 
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conceivably receive not much more con- 
sideration by the FCC membership than 
before, which means they probably will 
receive a great deal of consideration. 

Of course, in a strictly legal sense, as 
Commissioner Walker correctly pointed 
out sometime ago, the Bell companies 
have no very definite procedural rights. 
This is simply an investigation for the 
purpose of advising Congress on need for 
further regulatory legislation, not an ad- 
versary proceeding which would directly 
involve the property rights of any unit 
of the telephone industry. The Supreme 
Court decisions on due process would 
therefore have no direct application to the 
present situation. 

But it is the spirit rather than the letter 
of the law which the FCC has to con- 
sider if it expects codperation from Con- 
gress on its final recommendations result- 
ing from the special telephone investiga- 
tion. And since this belated move to cure 
possible defects in the investigatory 
record may help its congressional recep- 
tion, and at the same time cannot pos- 
sibly offend anyone, the explanation of 
the FCC’s about-face seems obvious. 
Commissioner Walker’s own action in 
making the decision unanimous was 
favorably noted among interested ob- 


servers. 
* * * X 


er of the FCC is a favorite 
pastime these days among Washing- 
ton columnists and other Washington 
folks whose views do not get into print 
—under their own signatures, at any rate. 
There is a prevailing belief that while 
Chairman McNinch may succeed in ob- 
taining other scalps in his “purge” pro- 
gram beside that of the ousted general 
counsel, Hampson Gary, the White 
House is just about resigned to the 
necessity for quite different methods for 
a long overdue settlement of the FCC 
problem. 

A suggestion that President Roosevelt 
might call for voluntary resignations 
from all members of the FCC so as to 
give him a free hand to reorganize that 
tribunal as now constituted by statute is 
generally dismissed as impractical. The 
President would hardly make such a 
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move unless he were assured in advance 
of 100 per cent submission—which he 
certainly would not receive. 

The consensus seems to be that the 
President will resort to some form of 
ripper legislation as part of his new ad- 
ministrative reorganization bill. This is 
sure to stir a row in Congress and the 
New Deal bigwigs are quite frank, in 
private conversation, in expressing their 
doubts about what the outcome will be. 
Such a course would be certain to pre- 
cipitate the long delayed congressional 
investigation of the FCC. After that Con- 
gress might decide to take matters into 
its own hands and reorganize the FCC 
to suit itself. Then there is the general 
opposition to any administrative re- 
organization bill which can certainly be 
expected from a more independent Con- 
gress than the New Deal has yet en- 
countered. 

But something has to be done. The 
FCC row cannot be permitted to go on 
without serious political consequences. 
The administration well knows the risk 
attending ripper legislation, but there 
seems no other way out unless it would 
be to defy the Humphrey decision by 
dynamiting the commission through sum- 
mary executive dismissal. This seems 
hardly probable; yet the syndicated 
Washington column written by Joseph 
Alsop and Robert Kintner has this to say 
about it: 


The first plan is for the President to call 
in the commissioners, demand their joint 
resignation, and announce that the public 
interest cannot be served until they comply 
with his request . . . The second plan is 
for the. President to go to Congress in 
January, ask for the abolition of the com- 
mission, and suggest the establishment of 
a new agency, better planned and probably 
headed by a single administrator. Such a 
daring stroke would almost certainly be the 
signal for a congressional investigation of 
the FCC, and, as New Deal bodies are said 
to be buried in the FCC garden, the course 
might be politically unwise. 

The third plan is for the President 
simply to dismiss the more troublesome 
commissioners. Under the Supreme Court 
decision invalidating the President’s dis- 
missal of Trade Commissioner William 
Humphrey, this plan hasn’t a constitutional 
leg to stand on. But the Humphrey Case 
decision is believed to have angered the 
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President more than any other action of the 
high bench. And the temptation must be 
strong to ask the present, friendlier court 
to reverse the decision. 


ef HIs is an interesting suggestion, and 
one which gives rise to speculation 
by those who are rash enough to attempt 
to anticipate the reaction of the Supreme 
Court membership upon a question which 
is not yet even raised, let alone placed 
before the court. Such an analysis might 
suppose, for example, that Mr. Justice 
Black would go along with the President 
and that the (as yet) unfilled vacancy 
left by the late Justice Cardozo would be 
filled in such a manner as to insure an- 
other vote. Maybe more vacancies will 
occur and be likewise filled before the 
issue could come before the highest court. 
Could the administration pick up enough 
support among the balance of the court 
to obtain a reversal of the Humphrey 
Case? 

This is, as already stated, sheer specu- 
lation. A more practical political view 
would seem to be that the President does 
not want to stir up the Supreme Court 
issue again in such a drastic manner. 
Popular and congressional outcry over 
such a course might well surpass even 
the amount of opposition that can cer- 
tainly be expected to be raised against 
ripper legislation. The consensus appears 
to be that the President will probably try 
another administrative reorganization 
bill and, failing that, will let the FCC 
stew in its own conflict—aside from such 
disciplinary rehabilitation as the internal 
reformation by Chairman McNinch may 
still bring about. 

ee ee 

HE United States Census Bureau 

has recently released its first survey 
of radiotelephones and radiotelegraph. 
Prior to this, there has been a quinquen- 
nial census of telephone and telegraph 
industries. The data were compiled 
from reports from 27 companies or sys- 
tems licensed to engage in the reception 
and transmission of commercial radio- 
telephone communications and from 98 
systems licensed to engage in similar 
radiotelegraph communications. Copies 
may be had from the bureau. 
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Financial News 


and 
Comment 


By OWEN ELY 


Utilities’ Stocks Gain on Electric 
Bond Announcement 


ECENT action of utility stocks leaves 
little doubt regarding the impor- 
tance of the industry’s relations with the 
administration as a market factor. While 
the stock market as a whole has advanced 
sharply since the “‘war scare” ended Sep- 
tember 26th, utilities outdistanced indus- 
trial stocks as reflected by the Dow-Jones 
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While rail stocks showed an equally 
sharp gain, they had suffered consider- 
ably more during the “war scare” which 
prevailed intermittently during August 
25th-September 26th. The net gain for 
utility stocks since August 25th was 
approximately 18 per cent compared with 
5 per cent for both rails and industrials. 

A substantial part of the gain in utili- 
ties occurred in the three days, October 
13th-15th, when the utility average ad- 
vanced from 21.80 to 24.63. At the same 
time, the rail average gained less than 
one-half point and the industrial about 
2} points. The utility gain was directly 
traceable to the announcement by Chair- 
man Groesbeck of Electric Bond and 
Share Corporation that the company 
would file a plan of integration under §11 
of the Public Utility Act by December Ist. 

Chairman Douglas of the SEC hailed 
the announcement as “easily one of the 
most constructive steps taken by the in- 
dustry since the passage of the act.” 
President Roosevelt in his press confer- 
ence, also declared that the action of 


Utilities 
Industrials 
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Electric Bond and Share was proof that 
the so-called “death sentence” is in 
reality a “health sentence.” He also pre- 
dicted that other large utility systems 
would follow suit. 

Chairman Douglas, while confirming 
this, has not thus far disclosed the com- 
panies or the character of their plans. He 
has indicated, however, that a number 
of companies which have notified the 
SEC of their intention to file programs 
probably will also submit “alternative 
plans” contingent on the programs sub- 
mitted by systems in other territories. 

In every case it is the commission’s 
intention to build its integration plans 
around those submitted by the companies 
so far as possible. ““Who gets what ter- 
ritory depends in considerable degree on 
who wants what territory,” Chairman 
Douglas has explained. “I believe that 
reorganization of the companies would 
give tone and stability to the securities 
coming out of these capital structures.” 


M* Groesbeck’s announcement to 
stockholders at the annual meet- 
ing October 13th indicated that the Elec- 
tric Bond and Share system, now consist- 
ing of four major companies, will be 
divided into three large physical systems, 
each of which will be interconnected with 
the others by high-tension transmission 
lines. This interconnection is in line with 
the President’s recent request for more 
adequate war-time protection, and will 
be carried out in codperation with the 
SEC and the National Defense Power 
Committee at an estimated cost of $25,- 
000,000. 

According to Mr. Groesbeck’s plans 
(as quoted in the press) the three sys- 
tems to be interconnected will be those 
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in the Northwest, now controlled by 
American Power & Light Company and 
Electric Power & Light Corporation ; in 
the South, now controlled by Electric 
Power & Light Corporation and Ameri- 
can Power & Light Company; and in 
the East, controlled by American Gas & 
Electric Company and National Power 
& Light Company. He did not state 
whether the program would involve con- 
solidation of the American Gas & Elec- 
tric and National Power & Light set-ups ; 
but it is regarded as likely that certain 
companies in each of the systems will be 
exchanged, one with the other, to effect 
corporate simplification. It is understood 
that plans for such shifting of properties 
already have been discussed by the man- 
agement. Dissolution of Electric Bond 
and Share Corporation is not contem- 
plated. 

Washington’s reaction to the Electric 
Bond announcement seems to indicate 
more liberal interpretation of §11 than 
formerly seemed probable in the light of 
past comment by SEC Chairman Doug- 
las. Such flexibility of interpretation re- 
ceived some further confirmation in the 
SEC order issued the same day, October 
13th, permitting Republic Power Electric 
Corporation to operate nonintegrated, 
scattered properties in California and 
Oregon, and also to retain nonutility sub- 
sidiaries. (The company must, however, 
dispose of its gas properties in Okla- 
homa.) The commission pointed out 
that certain system properties, being 
small and largely isolated, would not fit 
into plans for the integration of other 
holding companies, and that they could 
not be separately operated without loss 
of substantial economies. 


> 
New Bond Issues Popular 


ECENT utility offerings have proved 
highly popular with institutional 
and other investors, following market- 
ing delays during the war-scare period. 
The $80,000,000 Public Service of 
Northern Illinois 34s offered October 
19th and the $55,000,000 Ohio Power 
34s, marketed on the following day, both 
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went to a point premium over the origi- 
nal offering price, which in each case 
was above par. As The New York Times 
remarks: 


. .. It again demonstrates what has been 
apparent in financial circles for some time— 
that the large holders of investment funds; 
namely, insurance companies, banks, and 
trust and fiduciary funds, have for some 
time been starved for new investment out- 
lets. To just what extent these two issues 
satisfied this want is questionable, as both 
were mainly refunding operations and un- 
doubtedly to a large extent meant merely the 
replacing of called bonds with the new is- 
sues. However, investment bankers were en- 
couraged by the showing and look with opti- 
mism for the two large corporate loans 
scheduled for the market next week. These 
are $50,000,000 of Firestone Tire and Rub- 
ber 34s and $55,000,000 of Wisconsin Elec- 
tric Power 33s. 


The improved outlook for the utility 
industry will doubtless result in increased 
banking activity for the revival of old, or 
formulation of new, refunding programs 
for utility companies. Many large sys- 
tems, such as Consolidated Edison, have 
now substantially completed their re- 
funding programs, but many smaller 
utilities doubtless remain “in the mar- 
ket.” Roughly speaking, it seems likely 
that the refunding program for the in- 
dustry is now about 75 per cent to 80 per 
cent completed. 


Electric Appliance Sales Gain 


INCE heavy electric appliances are 

definite revenue-builders for the 
electric power and light companies, the 
following from Business Week, describ- 
ing the recent recovery in accessory 
sales, is of interest from the financial 
angle: 


For the first seven months of this year 
the electrical appliance business was deep 
in the doldrums. Even electric refrigerators, 
which boasted an enviable record of steadily 
increasing sales ever since they were first 
introduced—with only one minor slump in 
1933—were this year showing sales declines 
averaging almost 50 per cent. As for other 
big load-building appliances, they were all 
pretty much in the same boat; manu- 
facturers’ sales of ranges were down 36/7 
per cent, washers down 43.4 per cent, and 
water heaters down 44.6 per cent. 

Early in the summer the tide began to 
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turn. Manufacturers’ appliance sales were 
still as sluggish as ever, but retail sales 
were beginning to perk up. By August— 
the latest month for which full statistics 
are available—it looked as if the log-jam 
were broken for sure. Manufacturers’ ap- 
pliance sales figures for August not only 
showed a contra-seasonal upturn, but pre- 
saged a fall season whose volume would 
come close to last year’s. 

In the refrigerator field, sales are usu- 
ally at their peak in the spring, drop off 
gradually until October, when they start 
climbing up again until Christmas. This 
year, the upswing came three months early; 
refrigerator sales jumped from 88,772 units 
in July to 92,956 in August, and the decline 
from last year’s record, which had averaged 
46.8 per cent for the first seven months, 
stood at only 22.9 per cent for August. 

Even more encouraging is the fact that 
refrigerator inventories, which were built up 
to a staggering all-time high last January, 
had by August been worked down to their 
lowest point in some five years. Further- 
more, though the inventory situation was 
for a time a dangerous threat to a stabilized 
market, the liquidation was achieved with- 
out any demoralization of the price struc- 
ture such as resulted in the radio field under 
similar circumstances. Refrigerator prices, 
as a matter of fact, are roughly the same as 
they were four or five years ago—the ulti- 
mate consumer getting more for his money 
nowadays, according to the manufacturers, 
in the form of better machines, more space, 
more improvements, and longer guaranties. 

Washing machine sales for August tell 
the same optimistic story. Off over 40 per 
cent for the first seven months, in August 
they were only 14.6 per cent below the same 
month of 1937. This figure is partly de- 
ceptive because Maytag, the giant of the 
washer field, went back into production on 
August 10th this year, after settling the 
strike which had sharply curtailed its 
operations since last May. 

Warehouse and dealer stocks of washers 
and ironers, which piled pretty nearly as 
high as refrigerators when buying slowed 
up in the fall of ’37, have bed slowly 
whittled down. August’s sales of 114,158 
washers were the most the industry had 
sold since September, 1937. Prices were 
stable—averaging, at retail, $73.39 this year 
as compared to last year’s $73.50. Dealer 
orders were coming in fast. Manufacturers 
were finding themselves once again unable 
to supply demand promptly. .. . 

Electric ranges in the first seven months 
were down 36 per cent, beside which a 
minus 27 per cent for the month of August 
looked good. The Modern Kitchen Bureau’s 
heavy campaigning is generally credited 
with keeping electric ranges comfortably 
above the low levels touched by other ap- 
Pliances in the early part of the year, and 
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now that the utilities have begun to buy 
again, the range industry figures on chalk- 
ing up further improvement. 

Electric water heaters are still the babies 
of the appliance family. Down 41.8 per 
cent in the first seven months, August was 
a mere 6.8 per cent under August a year 
ago. Sales of 5,620 units compared with 
6,439 in July this year and 6,230 last August. 

. . . Electric roasters, newest and fastest 
growing of the plug-in electrical cooking 
devices, were rocketing along, chalking up 
retail sales of $2,500,000 so far this year. 
In August, sales of floor and hand vacuum 
cleaners, approximately 30 per cent under 
last year for the first seven months, were 
only 22 per cent below August, 1937. And 
General Electric last month officially 
launched the biggest holiday appliance drive 
in its history. 


» 


Costs of New Financing 


suMMARY of the SEC analysis of 

the cost of floating 217 security is- 

sues in 1937 is presented in the table 
on page 644. The figures indicate one 
reason why “equity” financing—sale of 
common stocks—remains difficult under 
present conditions. The average bond is- 
sue over $1,000,000 and under $5,000,- 
000 was floated in 1937 at a cost of 4.8 
per cent of the principal amount of the 
issue; preferred stocks of similar size 
cost 9.3 per cent, while a common stock 
issue costs 15.7 per cent. It is obvious 
that the temptation remains strong to do 
as much senior financing as possible, be- 
cause of the substantial savings involved. 

It also seems obvious that corporations 
offering security issues under $1,000,000 
in size have a heavy burden of incidental 
expense. Strangely, this expense is 
smaller for stocks than for bonds, pre- 
sumably because of greater detail re- 
quired in bond prospectuses, engraving 
costs, trustee fees, etc. 

In general, the cost of financing de- 
clines rapidly with the size of the issue 
and the higher calibre of the corporation 
name. In order to interest the public in 
securities of an unknown company, it is 
usually necessary to issue illustrated 
brochures, sales propaganda, etc. More- 
over, the bankers must be compensated 
for the heavier risks involved. All of 
which is an added argument for the de- 
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sirability of permitting commercial banks 
to invest in small bond issues of local 
companies, despite lack of proven mar- 
ketability, providing these conform to 
reasonable standards and are heavily 
amortized. Such a program was devel- 
oped at Washington some months ago, 
but encountered some opposition at that 
time. 


# 
Cities Refuse PWA 


Power Grants 


CCORDING to a study prepared by 
Earl Sandmeyer of the New York 
Herald Tribune, only one municipality 
of 5,000 population or over since last 
April has definitely authorized construc- 
tion of publicly owned power plants or 
distribution systems where PWA loans 
and grants were involved. Knoxville and 


Common Stocks 
Under $250,000 
$250,000 to $499,000 
$500,000 to $749,000 
$750,000 to $999,000 
$1,000,000 to $4,999,006 


Preferred Stocks 
Under $250,000 
$250,000 to $499,000 
$500,000 to $749,000 
$750,000 to $999,000 
$1,000,000 to $4,999,000 
$5,000,000 to $9,999,000 
$10,000,000 to $24,999,000 
$25,000,000 and over 


Bonds, Notes, Debentures 
Under $250,000 
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$500,000 to $749,000 
$750,000 to $999,000 
$1,000,000 to $4,999,000 
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$10,000,000 to $24,999,000 
$25,000,000 and over 
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Memphis have voted to buy existing pri- 
vate facilities, but this involved financing 
by the cities themselves. Cities which 
have defeated power proposals involving 
PWA money include some 28 municipal- 
ities in 15 states, principally in the South 
and the Middle West. Among the more 
important were the $6,137,300 San An- 
tonio project and a $3,000,000 plant in 
Ogden, Utah. 

According to the Tribune, the only de- 
feat accorded private power interests by 
elections since last April in municipali- 
ties of 5,000 or more population was in 
Burbank, California, on September 23rd, 
when 3,212 ballots were cast in favor of 
and 932 against flotation of $350,000 
bonds for a new generating plant. PWA 
funds are expected to be appropriated in 
this case, which will enable the city to 
produce the power it is now purchasing 
from Southern California Edison. 


Other Total 


Expenses 
22.4% 
19.8 


Underwriting 
Expense Expenses* 
19.9% 2.5% 
17.8 2.0 
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*Includes: listing fees; registration fees; revenue stamps; state qualification fees; trustee 
fees; printing and engraving; legal expenses; accounting expenses; engineering expenses; 
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What Is “Interstate’’? 


ONSOLIDATED Edison’s collective bar- 
C gaining contracts with an American 
Federation of Labor union (Interna- 
tional Brotherhood of Electrical Work- 
ers) was attacked by the United Elec- 
trical and Radio Workers of America, 
CIO affiliate, in the Supreme Court hear- 
ings October 17th. (See also Pustic 
Utitities ForTNIGHTLY, October 27, 
1938, page 576.) The immediate point at 
issue was the validity of a National 
Labor Relations Board order directing 
abrogation of the contract. But an im- 
portant collateral issue was the question 
whether the company could be con- 
sidered “interstate.” Solicitor General 
Jackson in his brief maintained that the 
company is subject to Federal regula- 
tion by the NLRB because cessation of 
operations would have a “catastrophic 
effect” on interstate commerce around 
New York City, since the company sup- 
plies electricity, gas, and steam for many 
interstate operations. William L. Ran- 
som, counsel for the company, declared 
that every public utility in the United 
States could be brought under Federal 
regulation, and state control of laws 
would be rendered futile if the court 
supported the NLRB. 


> 


Corporate News 


1’ an order permitting Middle West 
Corporation to acquire by March 31, 
1939, in the open market an additional 
20,000 shares of the $6 preferred stock 
of the Central Illinois Public Service 
Company, a subsidiary, the SEC imposed 
the unusual condition that present hold- 
ers of the stock be acquainted with the 
fact that Middle West had been increas- 
ing its holdings for some time and had 
received authority to buy the shares. 


The reorganization plan for United 
Telephone & Electric Company under 
§77B, presented to Federal Judge Nields, 
provides for creation of a Kansas hold- 
Ing company. The reorganization would 
be carried out by a committee of five, 


known as reorganization managers, rep- 
resenting the various types of the com- 
pany’s securities. 


Chairman Beha of the protective com- 
mittee for preferred stockholders of Pos- 
tal Telegraph & Cable contends that the 
reorganization plan filed by two bond- 
holders’ committees is unfair and un- 
sound. He holds that “International 
Telephone & Telegraph Corporation, 
owner of the common stock (which is 
legally junior to your interests), fares 
extremely well under this plan. Besides 
retaining control over the most profitable 
portions of Postal’s business, I. T. & T. 
will apparently derive very material ad- 
vantages from the plan. The bondholders 
also would be relatively fully protected. 
Only the preferred stockholders, whose 
investment in the company aggregated 
over $30,000,000, would wind up with 
nothing. This we regard as grossly un- 
fair to those stockholders.” 


The controversy between Columbia 
Oil & Gasoline and Mokan over control 
of Panhandle Eastern Pipe Line broke 
out anew recently. The directors of Pan- 
handle Eastern voted to rescind, as of 
November 30th, the transferable warrant 
now held by Missouri-Kansas Pipe Line 
(Mokan), representing the right to sub- 
scribe to 80,000 common shares of Pan- 
handle Eastern, unless it was exercised 
before that date or unless Mokan had 
notified Panhandle Eastern of an inten- 
tion to offer the subscription rights to 
shareholders. 


Commonwealth & Southern is re- 
ported to have concluded negotiations 
with Cities Service for acquisition of the 
latter’s electric power and light proper- 
ties in Michigan, at a contract price of 
$3,200,000. Of this amount, $2,000,000 
is to be raised by Commonwealth through 
sale of bonds on the property to be ac- 
quired; the balance will be obtained 
through sale of additional common stock, 
to be bought outright by Commonwealth 
& Southern. The proposed sale by Cities 
Service marks the first step by that con- 
cern in disposing of its utility properties. 
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INTERIM EARNINGS STATEMENTS 


No.of End System Earnings per Share (a) 


Months of Last Previous Per Cent Per Cent 
Electric and Gas Included Period Period Period Increase Decrease 


American Gas & Electric 12 June 30(b) $2.20 $2.38 
American Power & Light (Pfd.).. Aug. 31 5.48 6.52 
American Water Works 12 June 30(c) .50 

Boston Edison June 30(c) 8.52 
Cities Service P. & L. (Pfd.) June 30 14.35 
Columbia Gas & Electric June 30 43 
Commonwealth Edison 12 June 30 (b) 
Commonwealth & Southern (Pfd.) Sept. 30 (c) 
Consolidated Edison, N. Y. ...... 12 July 
Consolidated Gas of Baltimore ... Aug. 31 
Detroit Edison Sept. 
Electric Power & Lt. (1st Pfd.)... Aug. 

Inter. Hydro-Electric (Pfd.) June 

Long Island Lighting (Pfd.)...... June 30 
Midale West Corp. . 5...s0000s+..- June 
National Power & Light Aug. 
Niagara Hudson Power June 

MONE METICAD CON 5:6 6cie 550585565 June 
Pacific Gas & Electric June 3 
Public Service Corp. of N. J, .... Sept. 
Southern California Edison Sept. 
Standard Gas & Elec. (Pr. Pfd.).. June 
United Gas Improvement June 
United Light & Power (Pfd.) .... Aug. 3 


Gas Companies 


American Light & Traction Aug. 
Brooklyn Union Gas June 
Lone Star Gas June 30 
Pacific Lighting June 
Peoples Gas Light & Coke June 
United Gas Corp. (1st Pfd.) Aug. 


Telephone and Telegraph 


American Tel. & Tel. (g) Aug. 
General Telephone June 
Western Union Telegraph (d) .... June 





Traction 


MSPey RONG COND: ccna s soc sours June 
Twin City Rapid Transit June 30 (c) 


Systems outside United States 


American & Foreign Power (Pfd.) 12 June 30 f<} 6.53 
International Tel. & Tel. (e) .... 6 June 30 (c 68 


D—Deficit. 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 


(b) Data also available for month indicated. 
(c) Similar report also published for quarter ending same period. 


(d) For the eight months ended August 31st, the company reported a net loss of $1,908,- 
625, compared with net income of $2,421,965 for the same period of 1937. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 

(£) Not reported. 

(g) For nine months ended September 30th the parent company earned $5.96 compared 
with $7.06 last year. 
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fp) What Others Think 


The State Commission Chieftain 


Looks at Federal Gas 
Regulation 


VER since Congress began to consider 
the subject of Federal regulation of 
natural gas, which was finally enacted 
at the last session of Congress, fears 
have been expressed in various quarters 
that this was another instance of govern- 
ment interference with business and cen- 
tralization of Federal power. If this were 
true, one would expect that the president 
of the National Association of Railroad 
and Utilities Commissioners would be 
the first to raise his voice in protest, since 
upon him and his associate officers de- 
volves the responsibility of safeguarding 
the interest of state commission regula- 
tion. 

It is interesting, therefore, that the 
Honorable Alexander M. Mahood, of 
the West Virginia Public Service Com- 
mission and president of the NARUC, 
sees no need to be alarmed about the new 
Natural Gas Act. At the recent annual 
convention of the American Gas Asso- 
ciation in Atlantic City, President Ma- 
hood went to some length in describing 
the history and background of regula- 
tion in order to dispel the thought that 
regulation as we know it today is some- 
thing novel or experimental. Instead, he 
said, it is the natural consequence of 
progress in civilization and government. 
President Mahood told the assembled 
gas men: 


_It is not, in my opinion, the novelty of the 
situation that disturbs you, but it is the fear 
that orders will be entered, rules promul- 
gated, regulations prescribed, and reports re- 
quired, arbitrarily and without opportunity 
for hearing, that will prove burdensome and 
expensive, I seriously doubt that these things 
will happen. State commissions and the Fed- 
eral Power Commission must deal with you 
fairly. If, in a friendly spirit, you codperate 
with the regulatory agencies you can go a 
long way towards eliminating the possibility 
of these fears being realized. The Supreme 
Court of the land in recent years has made 


it clear, in plain language, concerning which 
there can be no false interpretation or mis- 
understanding, that regulatory agencies must 
give those they regulate a fair deal. 


He went on to cite a number of re- 
cent Supreme Court opinions dealing 
with the necessity for fair play and due 
process in regulatory proceedings, and 
added: 


These cases, although pertaining to pro- 
ceedings involving rates, lay down the rule 
in such broad and unmistakable terms that 
no regulator, whether with a state or Fed- 
eral commission or agency, can misinterpret 
the attitude of the court as it affects ad- 
ministrative procedure whether it be the fix- 
ing of rates, the promulgation of rules and 
regulations, the adoption of systems of ac- 
counts, or the requirement that reports and 
information be furnished. The court has 
said that it will not stand for arbitrary and 
unfair treatment. These utterances of the 
court are especially significant when we con- 
sider that they came through the late Jus- 
tices Holmes and Cardozo, and that influen- 
tial and vital force on the court, Justice 
Brandeis, and again in the two recent cases 
through its beloved and revered Chief Jus- 
tice. Those decided prior to this year were 
unanimous opinions; in the Morgan Case 
there was only one dissent. 

I hope what I have said may tend to 
alleviate any fears you may have harbored 
as to the treatment you may expect from 
regulatory authorities administering regula- 
tory laws. 


RESIDENT Mahood urged the gas men 

to codperate with both state and 
Federal commissions. He pointed to the 
accomplishments of commission regula- 
tion as justification for such support 
from the industry. Did not state commis- 
sion regulation, because of its experi- 
ence in knowing the financial require- 
ments of utilities, bring the utility indus- 
tries through the depression with scarcely 
any bankruptcy at all, while other indus- 
tries were tumbling right and left ? Com- 
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mission regulation accomplished this 
while at the same time protecting the 
public interest in the matter of reason- 
able rates and adequate service. 

Furthermore, as the speaker pointed 
out, Congress in passing the Natural Gas 
Act had in mind only the closing of a 
gap in regulation and not the displace- 
ment of any authority heretofore exer- 
cised by the state commissions. To prove 
his point, he discussed various sections 
of the new Federal law and stated in 
passing : 

Another part of the act is intriguing. It 
recognizes and sets up the machinery for the 
entering into between two or more states 
of compacts to deal with the conservation, 
production, transportation, or distribution of 
natural gas. This section is new. It outlines 
the duties of the Federal commission when 
such compacts are proposed by two or more 
states. This new approach to our problem 
may be the answer in many instances to more 
effective, expeditious, and inexpensive regu- 
lation. It may be that the states of West 
Virginia and Ohio through a compact ap- 
proved by Congress, being familiar with the 


gas utilities they regulate, their property and 
problems, and knowing well the needs of 
those using and desiring natural gas service, 
are in a better position to promulgate rules 
and regulations and fix wholesale rates than 
the Federal commission. Such compacts un- 
doubtedly will soon be tried. Their success 
or failure will be closely watched. 


Finally, President Mahood assured the 
gas industry that if it would perform its 
duty to society, it would whole-heartedly 
assist and cooperate with those who are 
duty bound to administer regulatory 
laws. In this way regulatory processes 
would become less burdensome and the 
industry would find itself amply pro- 
tected from any unfair treatment by the 
rules and precedents laid down by a con- 
sistent series of decisions from the high- 
est tribunal. 

—A. K. 


THE DEVELOPMENT OF REGULATORY PROCESSES. 
Address by Hon. Alexander M. Mahood be- 
fore American Gas Association, Twentieth 
Annual Convention, Atlantic City, N. J. Oc- 
tober 10-13, 1938. 





Power Concentration in Government 
And in Corporations 


a of economic 
power and wealth in govern- 
ment can be just as bad if not worse than 
if concentrated in a large corporation,” 
said Senator Joseph C. O’Mahoney, 
chairman of the Temporary Economic 
Committee, in a recent address before 
the New York Board of Trade at the 
Astor Hotel, N. Y. He added that “con- 
centration in government would be the 
ultimate concentration beyond which 
there could be no more. If there is any 
danger of that it is because of the tre- 
mendous extent to which concentration 
has already progressed through the cor- 
porate device.” 

By way of illustration, Senator O’Ma- 
honey said 30 corporations have com- 
bined assets exceeding $50,000,000,000, 
whereas in each of 16 states the total 
valuation of all property subject to gen- 
eral property tax is less than $1,000,000,- 
000. He declared: 
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That the corporations in which manage- 
ment has been divorced from ownership are 
altogether dissimilar from the corporation 
which is owned and managed by the same 
persons is a fact which has only recently 
been sinking into the public consciousness. 
There is a growing comprehension on the 
part of business that the vast industrial and 
commercial organizations can no longer be 
treated as though they were private persons. 


In giving assurance the committee 
“will welcome with open minds any sug- 
gestion or codperation that business or 
management may care to contribute,” 
Senator O’Mahoney said: 


He would be a rash person who would 
assume that he alone knew the answer to the 
economic riddle. We should be realistic 
about this matter. In the final analysis no 
solution will be imposed by any group or 
person. Whatever is done will be done as 
the result of the play of innumerable forces 
one upon another. 

The public interest is paramount and the 
committee represents this interest. It is will- 
ing, therefore, to hear all sides and it recog- 
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NO PAY DIRT! 


nizes as a fundamental truth that the special 
representatives of each group will speak 
with sincere devotion to the public interest. 

Lack of sincerity speedily becomes appar- 
ent. We need not fear its absence half as 
ao as emotional reluctance to face the 
acts, 


re hearings will be held by the 
committee shortly after the Novem- 
ber 8th elections in Washington, D. C. 
For several weeks the committee, con- 
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sisting of six members of Congress and 
six representatives of executive depart- 
ments, has been gathering information 
on the concentration of economic power 
and wealth. Senator O’Mahoney con- 
cluded : 


In a world in which the ideals of free- 
dom and democracy seem to be perishing, 
it behooves all Americans who still adhere 
to these principles to unite in defense of 
them. The general failure to recognize the 
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distinction between natural persons and cor- 
porations has probably been the principal 
cause of our economic distress. 

Because we are inherently unwilling to 
restrict the activity of a flesh-and-blood per- 
son, except in the most necessary instances, 
we have given the artificial person the same 
scope and, as a result, corporations have 
grown far more powerful than any natural 
person ever could have become. 


Public utilities are collaterally inter- 
ested in these proceedings because of the 
possibility that the investigation may 


point to the need, by regulatory legisla- 
tion, to increase the membership of the 
public utility family. Senator O’Ma- 
honey has already referred to the Bell 
Telephone System as an example of a 
necessary monopoly functioning under 
public regulation. 


—F. X. W. 


Appress by Senator Joseph C. O’Mahoney be- 
fore New York Board of Trade. Astor 
Hotel, New York, N. Y. October 11, 1938, 





Is There Any Future for Manufactured Gas? 


nN industries go, manufactured gas is 
a pretty tough specimen. Hair-trig- 
ger prognosticators have condemned it 
to death at least twice. First when Mr. 
Edison’s newly invented incandescent 
lamp took the illumination business of 
America away from the manufactured 
gas industry, and more recently when the 
great pipe lines from the natural gas 
fields of the South, Southwest, and Mid- 
dle West began their march across the 
continent within the last decade or so. 

Yes, it is commonplace to hear mod- 
ern industrial prophets predict the early 
demise of the manufactured gas indus- 
try. Withered by the inroads of com- 
petitive power and oil, the old-fashioned 
manufactured gas business, they say, 
will pass out quietly and peacefully in 
the arms of its younger and lustier 
brother—natural gas. 

But A. M. Beebee, general superin- 
tendent of the Rochester Gas & Electric 
Corporation, Rochester, N. Y., does not 
think so. In an interesting paper pre- 
sented before the technical section of the 
recent national convention of the Amer- 
ican Gas Association, Mr. Beebee frank- 
ly warns us not to sell the manufactured 
gas industry short. He gives facts and 
figures which make it all too clear that 
stories about the demise of the manu- 
factured gas industry, like the premature 
reports of Mark Twain’s death, have 
been “grossly exaggerated.” 

Mr. Beebee suspects that the manu- 


NOV. 10, 1938 


factured gas industry has attracted such 
predictions of doom simply because it is 
an old and well-established industry 
(having a history in this country of more 
than a century and a total investment of 
some two and one-half billion). He sug- 
gests that old and large things in these 
modern times are openly regarded as out- 
living their usefulness just as stately and 
spacious mansions in high-class residen- 
tial streets of large cities are so regarded. 


B” Mr. Beebee goes right to the heart 
of the problem by asking the per- 
tinent question: What is going to take 
the place of the manufactured gas indus- 
try if, as, and when the proposed indus- 
trial obsequies take place ? Hydroelectric 
energy? At the present time hydro sup- 
plies only about 10 per cent of our na- 
tional energy requirements and Mr. Bee- 
bee tells us that if every conceivable 
waterfall in the United States were har- 
nessed, hydro could still supply only 
about 27 per cent of present require- 
ments. Naturally, it would supply even a 
lesser fraction as our requirements ex- 
pand. 

Since both gas and electricity are 
otherwise made from coal, oil, and nat- 
ural gas, the elimination of hydro leaves 
only these primary fuels to be considered. 
Speaking of limited oil resources, Mr. 
Beebee says: 


We find that the total known oil reserves 
of the country at present rates of use will 
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last some twelve to thirteen years and that 
the tendency to develop new reserves dur- 
ing the past five years is considerably below 
present rate of use, in spite of increased 
knowledge of geology and geophysical ex- 
ploration. The more obvious geological con- 
ditions have been picked and deeper and 
deeper drilling has been carried out, so that 
the cellar of sedimentary rocks has been 
approached. The organisms responsible for 
these oil and gas deposits existed in pre- 
historic seas, and therefore these fuels are 
found only in rocks which are the result 
of sedimentation. When we approach rocks 
of the “Precambrian period,” which are the 
result of “igneous” or molten conditions, all 
forms of life, even if it ever existed, were 
obliterated. Furthermore, the deeper the 
drilling, in general, involves denser rocks, 
so that the essential “pore space” necessary 
for commercially adequate “reservoir rocks” 
tends to be lacking, as well as involving more 
expensive recovery costs. 

Therefore, as time goes on the popular im- 
pression that we merely drill deeper and get 
more oil has a very definite limit. This is 
an important point to be considering, because 
oil now supplies some 30 per cent of our 
total energy requirements. 


The speaker cited a recent survey 
which indicated that the rate of finding 


oil within the last six years has been only 
about 70 per cent of the rate of utiliza- 
tion. As for natural gas, Mr. Beebee 
states : 


Natural gas is in a relatively similar situa- 
tion. This is especially true in the total 
Appalachian fields east of the Mississippi. 
The mid-continent and California fields, 
however, are tremendous, so that total 
known reserves in this country will last 
present rates of withdrawal from twenty to 
twenty-five years. Gas is a bulky substance. 
You can put 10 gallons of gasoline in your 
car and drive all day. To do the same with 
gas, even if compressed to 2,500 pounds, re- 
quires a tank ten times as large. This means 
that for natural gas fields to be commercial- 
ly successful a well must drain “reservoir” 
rocks of ten times the capacity of that neces- 
sary for a commercial oil well. The locations 
of “reservoir rocks” of such porosity and 
thickness and of adequate permeability are 
few and far between, though gas, by reason 
of its greater “migrating power,” due to its 
lesser “viscosity” tends to offset this great 
handicap, Natural gas, we find, now sup- 
plies some 7 per cent of the nation’s energy 
requirements, 

oal on the other hand, we find, up until a 
decade ago supplied some 60 per cent of our 
energy requirements, though due to the in- 
creased development of natural gas, oil, and 
water power, now supplies but 45 per cent 


651 


of our energy requirements. Yet we find 
this country has a coal reserve which at 
present rates of use will last over 4,000 
years; and if used at a rate to supply nearly 
all our requirements, will last some 2,000 
years. 


ND this leaves coal, the reserves of 
which in this country are tremen- 
dous. He warns us not to conclude that 
since coal is the obvious heir apparent to 
the throne of our primary source of 
energy of the future, manufactured gas, 
as such, will necessarily dominate the 
picture. We don’t know too much about 
that. We live in a world of change and 
discovery. We can change coal into oil, 
gas into oil, oil into gas, coal into gas, and 
so on ad infinitum. 

But Mr. Beebee does claim obvious 
advantages for coal utilization in the 
form of manufactured gas as far as 
transportation economy is concerned. He 
finds that coal can be transported by rail 
with a thermal loss of but a fraction of 
one per cent. Transporting electric 
energy generated from coal over trans- 
mission lines incurs losses of from 10 to 
17 per cent. The speaker cited a recent 
study which demonstrates that energy 
can be transported from 4 to 10 times 
as fast as coal on railroads for the same 
cost as in the form of electricity by high 
voltage transmission. These facts, plus 
the limited condensing water facilities 
at mine mouth operations, have blasted 
the fallacy popular a decade ago of mine 
mouth electric generation and high volt- 
age transmission to market. 

Mr. Beebee concedes that the same 
thing is true of mine mouth gas plants 
because, while energy in the form of gas 
can be transported in pipe lines and at 
costs which closely approach the costs 
of transporting coal by freight for 
equivalent energy, the resulting by-prod- 
ucts, such as coke and other materials, 
would also have to be transported to 
markets from a mine mouth plant. These 
might just as well ride along with the 
coal in the first place. 

When the coal thus reaches the city 
market, Mr. Beebee finds ample reasons 
for utilizing it in the form of both gas 
and electricity. He states: 
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The energy requirements of a given com- 
munity in the form of heat are-vast indeed, 
more than is usually realized, and are many 
times the requirements in the form of light 
or power. In fact, it may be well to recall 
that the present average energy requirement 
of our average American home today in the 
form of gas is some 10 times that in the 
form of electricity, and the average cost of 
the 10 times the energy in gas is not much 
greater than the smaller amount of electric- 
ity. Therefore, there are definite funda- 
mental reasons for having both a gas and 
electric means of conveying energy to a 
community. 


HERE is a very definite need in mod- 

ern America for the two forms of 
energy distribution. And this suggests 
that the combination gas and electric 
utility is a sound instrumentality, since 
there is the least tendency to force either 
form of energy into markets for which 
it is not economic. 

Mr. Beebee does not hope that gas 
will ever be generally cheaper than coal 
as a fuel supply, but the efficiency of 
control with gas and its freedom from 
refuse and ease of application, he thinks, 
will enable it always to compete with 
coal for more refined uses. 

The question naturally arises at this 
point why in the face of such an op- 


timistic industrial outlook for manufac. 
tured gas, various data show disturbing 
decreases in the output of manufactured 
gas. In this respect, Mr. Beebee recalls 
that the manufactured gas industry js 
supplying a relatively saturated gas mar- 
ket in a country approaching a stationary 
population. Increases in the therm value 
of gas in many cities have also given a 
false color to statistics based on cubic 
feet. And, of course, there is the more 
fundamental and long-range factor 
which Mr. Beebee recognizes but did not 
mention as such; namely, that natural 
gas and other competitive fuels are real- 
ly “going to town” right now. There 
will come a day, however, when they 
will slow up and falter while the national 
demand for energy continues to expand, 
When that day comes, manufactured gas 
will still be doing business at the same 
old stand ; and unless something unfore- 
seen happens, it will be doing more busi- 
ness than it ever has done. 
—F. X. W. 


“Time MarcHes On.” WHere Is MANnurac- 
TURED GAS MarcHING? Paper presented by 
A. M. Beebee before American Gas Asso- 
ciation convention. Atlantic City, N. J. 
October 10-13, 1938. 





FPC Head Urges Natural Gas Cooperation 


eer aa to the American Gas Asso- 
ciation at its recent convention in 
Atlantic City, N. J., Acting Chairman 
Clyde L. Seavey, of the Federal Power 
Commission, reviewing the rapid growth 
of natural gas production to 2,000 billion 
cubic feet per year, with sales of 1,300 
billion cubic feet to more than seven mil- 
lion customers in 35 states, delivered 
through 180,000 miles of transmission 
and distribution lines, said, “to a much 
larger extent, I believe, than most people 
realize, this industry is interstate in char- 
acter, that proportion of natural gas 
transported and sold in interstate com- 
merce constituting a large and constantly 
increasing proportion of the marketed 
gas of the nation.” 
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Discussing the orders, rules, and regu- 
lations adopted by the commission for 
administration of the Natural Gas Act, 
he said that the main purpose of the 
questionnaire sent to all companies and 
persons in the natural gas business was 
to assist the commission to determine 
which companies are subject to its regu- 
latory jurisdiction. In answering, no 
company will thereby waive any right it 
may have to contend that it is not subject 
to the commission’s jurisdiction, he said, 
and advised that companies which have 
not filed answers promptly respond with- 
out requiring further action on the part 
of the commission. 

Rate schedules have not been filed by 
a number of companies which are sub- 


652 





WHAT OTHERS THINK 














{T DOESN'T PAY US TO 
OPERATE THE ROADS 





IT WONT PAY US TO 
WORK FOR THE ROADS 
FOUR WAGES ARE cut? 





HEADED FOR WHAT? 


ject to the provisions of the Natural Gas 
Act, he said, and while the commission 
will not take an unreasonable attitude 
with respect to such noncompliance, as in 
many cases there may be a reasonable 
doubt as to whether a particular com- 
pany is subject to this section of the 
statute, “it should be clearly understood 
that any risk involved in a failure to file 
rate schedules as required by the law 
must be assumed by the natural gas com- 
pany.” 
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Prescribing a uniform system of ac- 
counts for natural gas companies is a 
vitally important duty imposed by the 
Natural Gas Act, Mr. Seavey said, and 
Federal commission accountants are 
working with state commission repre- 
sentatives in developing such a system, 
following the same procedure as was 
used in drafting the uniform system of 
accounts for electric utilities now in use 
by 90 per cent of the electric industry. 
Realizing the heavy responsibility im- 
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posed upon utilities by the numerous re- 
ports required, and seeking to lessen this 
burden, the commission intends to col- 
laborate with state commission repre- 
sentatives in formulating an annual re- 
port form that will be satisfactory to 
both state and Federal commissions. 


HEN special reports are necessary 

from time to time and members of 
the commission’s staff may have to 
make engineering or accounting studies 
in the offices or operating areas of gas 
companies subject to its jurisdiction to 
obtain data or information necessary in 
hearings or investigations, far better re- 
sults can be accomplished, Mr. Seavey 
said, by companies voluntarily furnish- 
ing the information sought. In such mat- 
ters the codperation of utility officers will 
not only expedite the work, but will save 
time and expense of the commission and 
the companies. 

Reviewing the various types of cases 
brought before the commission and the 
principal issues involved, Acting Chair- 
man Seavey said: 

In all of the cases which are pending be- 


fore the commission, as well as in the pro- 
mulgation of general rules and regulations 


applicable to the industry, the commission 
intends to proceed carefully and without 
any desire to bring about overnight any 
revolutionary changes in the industry. You 
may be sure that the commission will be 
fair and impartial in all matters which come 
before it with a view to meeting its respon- 
sibilities to the consuming public and to the 
industry alike. Congress has reposed grave 
and far-reaching responsibilities in the com- 
mission. I am sure that you will find the 
Federal Power Commission carrying out its 
duties under the Natural Gas Act in an al- 
together fair and unprejudiced manner. If 
the industry will fulfill its obligations under 
the act in the same spirit, immeasurable 
benefits from the enactment of the Natural 
Gas Act will follow for the public and in- 
dustry alike. 


In making his review of some of the 
types of cases with which the commis- 
sion has been involved since the Natural 
Gas Act has been in effect, Commis- 
sioner Seavey specifically mentioned the 
various cases which have so far come 
— the FPC under the Natural Gas 

ct. 


—F. X. W. 


FEDERAL REGULATION OF THE TRANSPORTATION 
AND SALE OF NATURAL GAS IN INTERSTATE 
Commerce. Address by Hon. Clyde L. Sea- 
vey. American Gas Association convention, 


Atlantic City, N. J. October 10, 1938. 





A Quarter Century Trend in Electric 
And Living Costs 


 geoomcorg compiled from industrial 
sources have commonly shown that 
electric power costs have been generally 


diminishing during the past three 
decades, while living costs have gone 
much higher during the same period. This 
is certainly true and no one has disputed 
it. It may not be so well known, however, 
that the same story is told in the form of 
various commodity indices compiled by 
the U. S. Bureau of Labor Statistics. 

The drawing shown on the opposite 
page sets forth this trend in a simple, 
graphic pictogram, supplemented by 
the conventional chart form. Because this 
NOV. 10, 1938 


trend shows up more strikingly when the 
1913 index is used, as distinguished from 
the 1923-25 index favored by the U. S. 
Bureau during recent years, an adjust- 
ment of commodity indices for the last 
year was necessary. Adjustment was also 
required to bring up to date the index for 
electric cost which until February, 1935, 
was published by the U. S. Bureau of 
Labor Statistics as the “Percentage De- 
crease Since December 1913 in the Price 
of Electricity in 32 Cities.” Except for 
the food index in which 51 cities were in- 
cluded, the other commodity indices used 
by the bureau are based upon 32 cities. 
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MENT. By Robert L. Hale. 38 Columbia 
Law Review 959. June, 1938. 


It True? Saturday Evening Post. Septem- 
ber 17, 1938. 


CONGRESSIONAL COMMITTEE INVESTIGATES TVA  Pustic Utitity DEeprectATION. By Maurice R. 


Project. Scholastic. September 24, 1938. 


Dr. ArTHUR MorGAN INTERPRETS His TVA 


Scharff. 38 Columbia Law Review 1037. 
June, 1938. 


Cuarces. Christian Century. September 14, | Pustic Utitrry Rate MAKING IN Depression; 


1938, 


Exectric [RoNERS, (Condensed from Consum- 
ers’ Research Bulletin.) Consumers’ Digest. 
September, 1938. 


ENGINEERING SERVICE FOR FARM USERS OF 
Exectricity. By E. G. Stahl. Agricultural 
Engineering. July, 1938. 

This is a description of the situation in 
which agricultural engineers and farmers 
work together to make rural electrification 
profitable to both the farmers and the elec- 
tric company. Perhaps few other sections of 
the country offer comparable opportunity 
for profitable use of rural power along the 
lines described in this California experiment. 
However, other sections do offer opportu- 
nity for a multiplicity of electric uses which 
might be developed following a far-sighted 
policy such as described in Mr. Stahl’s 
paper. 


FEDERAL REGULATION oF INTERSTATE GAS 
Operations. By Chester J. Gerkin. Gas 
Age. August 18, 1938. 


FisH oveR A DAM (BONNEVILLE). By R. G. 
Skerrett. Scientific American. October, 1938. 


FLoop PREVENTION AND CoNnTRoL; WHat A 
TANGLED WeB WE WEAVE; FUNDAMENTAL 
DISHONESTY OF THE NEw Deat’s Power 
AND FLoop-controL ProcraAM. Saturday 
Evening Post. September 10, 1938. 


It’s CALLED Erecrriciry; We Have Harpy 
Mave A Start. By W. R. Whitney. Vital 


Reply. By J. D. Sumner. Quarterly Journal 
of Economics. August, 1938. 


SEMI-INDEPENDENT AUTHORITIES. By Fried- 
rich Blach. Survey Graphic. September, 
1938. 


Housing, dams, bridges, regional plan- 
ning, these and other economic activities 
with enormous social bearings are often 
administered by authorities. To give Amer- 
icans a better understanding of these semi- 
autonomous corporate bodies which are 
neither strictly governmental nor private en- 
terprises—but which take over features of 
both—Mr. Blach presents in this article a 
summary of European experience with 
similar institutions. Mr. Blach has studied 
foreign public utilities and was himself a 
leading utility executive for many years. 


SomME ProBLEMS RELATING TO LEGAL CONTROL 


oF UsE oF GrounD Waters. By David G. 
Thompson and Albert G. Fiedler. Journal of 
the American Water Works Association. 
July, 1938. 

During the past few years there has been 
increasing interest in problems that relate to 
the legal control of the use of ground waters 
in order to conserve a natural supply. 
Drouths, government studies of supply and 
pollution, and other conditions have contrib- 
uted to this interest. This article by 
geological engineers of the United States 
Geological Survey is an authoritative study 
of the law of waters as developed in the 
United States with respect to irrigation, con- 
servation, and public health. 


Speeches. September 15, 1938. TATTLE-TALE GRAY ON America’s WHITE 


Morcan AND MorGAN AND LILIENTHAL—Per- 
sonalities in the TVA Wrangle. By W. 
Whiteman. Harper's. September, 1938. 


PowEr-coMPANy Morats. By Paul Y. Ander- 
son. The Nation. September 10, 1938. 


Spot. By Farnsworth Crowder. Survey 
Graphic. October, 1938. é 
A liberal writer criticizes Nebraska’s 
financial policy, which he claims has pre- 
served the state’s credit at the expense of a 
deteriorating school system and inadequate 
public welfare and institutional facilities. 
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The March of 
Events 


FPC Holds Gas Hearings 


HE Federal Power Commission recently 

held hearings on the motion of the Kansas 
Pipe Line and Gas Company for an order 
denying the petitions of various bituminous 
coal interests to intervene in the case involv- 
ing the Kansas Company’s application for a 
certificate of convenience and necessity for a 
proposed 2,300-mile natural gas pipe-line sys- 
tem from Kansas to Minnesota. 

William C. Koplovitz, counsel for the FPC, 
announced at the opening of the hearing that 
counsel for the Kansas Beek and for the 
petitioners had agreed to confine their argu- 
ments to three points; namely, (1) whether 
petitioners are competitors of the Kansas 
Company within §15(a) of the Natural Gas 
Act and as such should be permitted to inter- 
vene in the hearing; (2) whether, and if so 
to what extent, the participation of the peti- 
tioners in this proceeding will be in the public 
interest; and (3) whether the Natural Gas Act 
requires or contemplates that the commission, 
in determining the question of public conven- 
ience and necessity in this proceeding, shall 
consider the effect which the construction or 
extension of facilities by a natural gas com- 
pany and the service of natural gas thereby, 
will have upon persons directly or indirectly 
engaged in the business of producing or dis- 
tributing a fuel other than natural gas. 

George D. Horning, Jr., appearing for the 
National Coal Association and the Truax- 
Traer Coal Company, after submitting his 
brief to the commission, argued that in this 
case intervention by the petitioners should be 
permitted freely, leaving to the trial examiner 
the final decision as to the relevancy and 
pertinence of petitioners’ case. As to point two 
above, he said the proposed intervention was 
in the public interest because both coal and 
natural gas have been declared by Congress 
to be clothed with a public interest. He con- 
tended that building the proposed pipe line 
would result in a large waste of coal and 
would go far to affect the stability of the coal 
industry. 

Mr. Horning argued that if the petitioners 
were not permitted to intervene, it would create 
a situation whereby one arm of the Federal 
government (the National Bituminous Coal 
Commission) would be seeking to rehabilitate 
the coal industry in the public interest, while 
another government agency (the Federal 
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Power Commission) would be tending to de- 
feat that purpose. 

Earl C. Calhoun, appearing for the National 
Bituminous Coal Commission, also submitted 
a brief in which it was contended that the 
very existence of the Coal Act, enacted to 
stabilize the coal industry, justified interven- 
tion in this proceeding by the National Bitu- 
minous Coal Commission. He asserted that 
if the proposed gas line was built, coal would 
be the applicant’s sole competitor within the 
meaning of §15(a) of the Natural Gas Act. 
Coal and gas are so notoriously competitive, 
he said, that the commission should take judi- 
cial notice of that fact. 

Commissioner Manly asked a number of 
questions about statements made in the Na- 
tional Coal Association’s brief and the position 
taken by the association, for which he said 
he could find no basis in §7(c) of the Gas Act. 
Mr. Horning said that perhaps he had stated 
too strongly a possible interpretation of the 
act. Commissioner Manly then raised the ques- 
tion that if Congress intended the commission 
to consider the effect of extensions into new 
territory, why the commission’s jurisdiction 
was specifically limited to cases involving ex- 
tensions to markets already served. He said 
the commission will have jurisdiction over 
facilities for transportation in interstate com- 
merce, but indicated doubt that Congress gave 
the commission the power to grant or deny 
certificates of convenience and necessity in all 
territories. 

An investigation into the rates and charges 
of the National Gas Pipeline Company of 
America and the Texoma Natural Gas Com- 
pany was ordered on October 14th by the Fed- 
eral Power Commission. 

The investigation, the first of its kind in- 
stituted by the commission under the new 
Natural Gas Act, followed a request by the 
Illinois Commerce Commission that the Fed- 
eral commission direct the two companies to 
appear and show cause why the rates charged 
the Chicago District Pipeline Company and 
other utilities in Illinois should not be re- 
duced. The Illinois commission also asked that 
the Federal commission fix just, fair, and 
reasonable rates for gas sold to Illinois util- 
ities by the Natural Gas Pipeline Company. 

The commission also instituted an investiga- 
tion into the rates of the Hope Natural Gas 
Company, for the sale of natural gas and 
into the contracts, pursuant to which the com- 
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pany purchases natural gas. Complaints had 
been filed by the city of Cleveland and by the 
city of Akron, Ohio. 


FPC Sets Joint Hearing 


piece by a victory in the U. S. Supreme 
Court during the court’s last term, the 
Federal Power Commission has ordered that a 
joint hearing with the Pennsylvania Public 
Utility Commission be held at 10 a.m. on De- 


cember Ist, on certain operations of 35 com- 
panies and four officials of the Associated 
Gas & Electric System. 

Acting Chairman Clyde L. Seavey said the 
joint hearing would enable the commission to 
complete, in the public interest, an investiga- 
tion long thwarted by legal obstacles, “and will 
bring to light facts concerning certain affairs 
of these companies and individuals which 
have heretofore been consistently withheld 
from the scrutiny of regulatory agencies,” 


Alabama 


Company Loan Approved 


UTHOoRITy to pledge approved but unissued 
A bonds as collateral for a $1,500,000 loan 
from the Rural Electrification Authority was 
given the Alabama Power Company by the 
state public service commission last month. 
The utility was authorized to post as much as 
$2,000,000 in 4% per cent first and refunding 
mortgage bonds, $8,000,000 worth of which 
were sold in 1931 

The loan, power company officials said, 
would be used in expanding rural service and 
in repayment of deposits required of rural 
customers applying for electricity heretofore. 
No one appeared in opposition to the com- 


pany’s application at a commission hearing. 


It was set out in the company’s application 
that an initial loan of $358,526 already had 
been asked of the REA, to which the power 
company proposed to give a note, secured by 
bonds left from an original issue of $10,000,000. 


Bond Issues Approved 


Te Alabama Public Works Board on 
October 20th approved bond issues for 


construction of municipal electric plants and 
a transmission line for Bessemer and Tarrant, 
near Birmingham. Sanction was given over 
opposition of the Birmingham Electric Com- 
pany, which serves both cities, and which con- 
tended the cities proposed to engage in a “pro- 
prietary business” outside of their corporate 
limits in competition with the company’s 
service. 

W. M. Rogers, Birmingham Electric attor- 
ney, told the board Bessemer “proposes to 
engage in a proprietary enterprise” outside the 
corporate limits and questioned the city’s 
authority to do so without coming under regu- 
lations of the state public service commission. 

The Bessemer plans call for construction 
of a transmission line from TVA’s Gunters- 
ville dam, at a total cost of $588,000, and a 
distribution system costing $650,000. Tarrant 
proposes to connect its $225,000 distribution 
system to the Bessemer transmission line. 
The Public Works Administration already 
has allotted funds for both projects. Con- 
struction work on the Bessemer project was 
to start before November Ist, while the dead- 
line for beginning construction on Tarrant’s 
project was November 15th. 


Arkansas 


FPC Postpones Hearing 


te Federal Power Commission on Octo- 
ber 19th adopted an order postponing to 
February 10, 1939, the hearing scheduled to 
have been held November 10, 1938, on a pro- 
posed new schedule of rates and charges for 
natural gas sold by the Arkansas Louisiana 
Gas Company to the Camden Gas Corporation, 
Camden, Ark., for resale in and immediately 
adjacent to the city of Camden. The postpone- 
ment was made at the request of the Arkansas 
Louisiana Company. 

The proposed new rate was slated to become 
effective November 1, 1938, but its operation 
was suspended to March 31, 1939, by the com- 
mission through an order adopted October 6th. 
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In the same order, the commission, acting 
upon its own motion, instituted an investigation 
into the reasonableness of the proposed new 
schedule and set hearing thereon for Novem- 
ber 10th. The order of October 6th stated, 
in part, that it appeared that the new rate 
would “substantially increase the existing 
rates and charges, and may result in unlawful 
rates and charges to the Camden Gas Corpora- 
tion or place an undue burden upon ultimate 
consumers of natural gas.” 

Following the commission’s suspension of 
the new rate, the Camden Gas Corporation 
filed a protest with the commission which 
stated, among other things, that during the 
12-month period ending June 30, 1938, the 
Camden Corporation paid the Arkansas 
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Louisiana Company the sum of $44,005.20 for 
gas under the rates now in effect, and that 
the same amount of gas would cost, under the 


proposed schedule suspended by the commis- 
sion, $56,680.85, or $12,675.65 more than under 
the present rates. 


California 


Hetchy Appeal Filed 


PPEAL from Federal Judge Roche’s order 
A forbidding the city of San Francisco to 
turn over Hetch Hetchy power to the Pacific 
Gas and Electric Company under an “agency 
agreement” was allowed on October 17th by 
Federal Judge St. Sure. 

City Attorney O’Toole and Robert M. 
Searls, associate counsel, set up 113 trial errors 
as a basis for carrying up the case. Among 
them was the refusal of Judge Roche to hear 


testimony regarding the diversion of the power 
from city use to the Pacific Gas and Electric. 
Originally, O’Toole and Searls asserted, the 
power was to be used to lift Hetch Hetchy 
water over the coast range. Then the engineers 
decided to tunnel the coast range, leaving a 
large amount of power to go to waste. So the 
P. G. & E. contract was entered into. 

Both O’Toole and Searls said they would 
await the return of Judge Roche, who was on 
vacation, to urge a stay of his injunction for- 
bidding turning over the power to the P.G.&E. 


Connecticut 


Three Votes Needed 


CCORDING to an opinion given by Corporation 
Counsel Frederick W. Beach to City 
Clerk Rolfe E. Rowe, there must be two favor- 
able votes by the Bristol city council and one 
by the electorate of the city before a municipal 
electric light plant could be obtained. The 
opinion was given on the request of Council- 
man James P. Jennings who sought informa- 
tion relative to the procedure to be followed 
in the establishment of a municipal plant. 
Corpcration Counsel Beach said that the two 
favorable votes by the city council must be 
made in two different fiscal years. It is not 
necessary, however, he ruled, to have the votes 
a year apart. Citizens at the November elec- 


tion were to vote upon the question as to 
whether they favor a municipal gas and power 
plant. The vote, however, was merely to de- 
termine sentiment of the community, it was 
said. If the electors show interest by their 
vote on the question, the city council would 
then appoint a committee to make a detailed 
study on the question of a municipal gas and 
power plant. The council would then decide 
whether it favored such a plan and the matter 
would be put up to the electorate of the city. 

Councilman Jennings for some time has been 
advocating the establishment of a municipal 
electric light plant. He has contended that 
such a plant would result in cheaper electric 
light rates and would be the means of fur- 
nishing the city additional revenue. 


Kentucky 


schedule would not increase the consumer’s 
total bill for gas more than 14 cents a month. 


New Rate Schedule 


R’™ schedules affecting various classes of 
consumers of the Louisville Gas & Elec- 
tric Company were submitted to Mayor Joseph 
D. Scholtz and the state public service com- 
mission on October 20th. The schedules would 
be effective as of November Ist. 

The company said it was making a voluntary 
rate reduction amounting to more than $250,- 
000 a year, as agreed with the commission 
a month ago. As soon as the schedules were 
submitted to the mayor, he ordered the bureau 
of research and service to study the rates to 
see whether an objection would be filed against 
any part of the schedules. 

T. B. Wilson, president of the company, said 
the increase in the cost of gas under the new 


659 


Request Franchise Fee 


A REQUEST that the Louisville Railway Com- 
pany pay to the city $42,000, claimed to 
be in arrears under the franchise ordinance 
passed in 1922, was sent October 19th to Frank 
H. Miller, president of the company, by Mayor 
Joseph D. Scholtz. 

The ordinance set up machinery whereby the 
Department of Works was to receive $10,000 
annually, payable monthly, for supervision 
necessary over the railway company. The 
persons necessary for such work were ap- 
pointed by the mayor with the approval of the 
aldermen. 
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The railway company ceased paying the 
money in July, 1934. At that time, those 
familiar with the matter said, the city was 
notified that the Public Service Commission 
Act had become effective, and the company, 
therefore, would not continue the payments. 


City Wins Suit 


page filed in the Whitley Circuit Court 
against the city of Corbin for the purpose 
of testing the legality of the city’s issuance of 
$220,000 in bonds for improving and enlarging 
the light and water system, was decided on 


October 22nd in favor of the city of Corbin 
by Judge J. J. Tye. 

f the verdict is affirmed in the Kentucky 
Court of Appeals, it was said construction of 
the plant, to cost nearly $400,000, would start 
immediately. The Public Works Administra- 
tion has allotted $179,100 to be applied on this 
project. 

According to the city commissioners and the 
mayor, the present city light and water plant 
is becoming inadequate. They claim the pro- 
jected enlargement would enable the city to 
lower light and water rates and to furnish 
current to more communities close to the city, 


Nebraska 


Won’t Buy Private Plants 


Fi barwer gee public power district officials 
last month promised the League of Ne- 
braska Municipalities if the districts cannot 
reduce rates by buying private power facilities 
in the state, they will not be bought. 

George Johnson, general manager of the 
central Nebraska district, said rates would de- 
pend upon whether part or all of private facili- 
ties are purchased—but “we will not buy any 
plant if we cannot reduce rates by making the 
purchase.” 

C. H. Fisher, Ogallala, director of the Platte 
valley district, described the Cozad contract 
for power from that district and stated “if 
anyone wants to go up to Cozad and see how 
their problems have been settled, it might 
eliminate some of the fears that we are the red 
devils we are not.” He continued: 

“If we can’t reduce rates by buying these 
utilities, they will not be bought. We are sin- 
cere about this. We want to make Nebraska 
not only the ‘white spot’ but also the spot where 
the people own and control their own electric 
current—as they have a right to do.” 

He said the present law may not permit 
cities to buy, but merely to lease distribution 
systems, and suggested a request for a change 
in the laws might be advisable. 

Harold Kramer opposed widespread con- 
demnation of private utilities by cities and 
stated, “it occurs to me that if every town 
would start condemnation proceedings, we 
wouldn’t have anything left to buy.” He said 
— districts are the “only agency that can 

uy the whole system.” 


Power Units Cut Allotment 


Bie members of a committee seeking an 
increased public works quota for Ne- 
braska recently said power allotments had re 
duced statewide benefits from the current 
PWA program and threatened similarly to 
hamper any future program. They declared 
the three large public power and irrigation dis- 
tricts in Nebraska should be considered apart 
from the state PWA program. Virgil Haggart 
of Omaha, attorney for the Nebraska Contrac- 
tors’ Association, said: 

“The three districts have received the bulk 
of PWA money under present and past pro- 
grams. It looks as if they would get most of 
it for years to come. They want to build 
transmission lines and substations all over the 
country. The rest of Nebraska should not be 
penalized simply because the Federal govern- 
ment has chosen to develop a theory in these 
three districts in our state. 

“Of a total of a little more than seven mil- 
lion allotted to Nebraska by the PWA under 
its current program, more than five million 
dollars went to the Loup Valley Public Power 
and Irrigation District. Now they tell us the 
state has reached its quota and can’t have any 
more money unless some becomes available 
from rescissions. More than 50 worthy proj- 
ects, set up at the request of PWA expediters, 
have little chance of getting PWA financing 
at this time. Many of the local sponsors spent 
money for architects’ and engineers’ fees and 
even for special elections. These are worthy 
projects for needed schools and other im- 
provements.” 


New York 


Utility Must Bow to Inquiry 


os Supreme Court Justice Bergan on 
October 12th denied the application of 
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H. C. Hopson, Frederick S. Burroughs, J. I. 
Mange, and others to quash subpoenas issued 
by the public service commission in a proposed 
investigation. He dismissed also the complaint 
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of the New York State Electric & Gas Cor- 
poration against the commission in which the 
company sought an injunction to prevent the 
commission from proceeding with an investi- 
gation of the corporation until it had specified 
just what information was desired. 

On June 22nd last, the state commission 
instituted its investigation of the New York 
State Electric & Gas Corporation. It issued 
subpoenas directing several witnesses to ap- 
pear on September 7th at its office in New 
York to testify as to the accounts, records, 
property, practices, and transaction of the cor- 
poration’s business. 

The executives who were called to testify 
instituted a proceeding against the state com- 
mission to relieve them of compliance with the 
subpoena “until the respondents herein define 
the scope of the investigation.” 

Justice Bergan pointed out that the state 
commission is required to conduct examina- 


tions upon the subjects cited in the subpoenas, 
and that it had no discretion in the matter. 
The utility company contended that it was en- 
titled to have the scope of the inquiry more 
definitely fixed than was done in the general 
terms of the order. This lack of details, the 
company contended, would result in depriving 
it of due process of law in the procedure 
adopted and hence would take away its im- 
munities under the Federal and state consti- 
tutions. 

Pending determination of appeals to the 
appellate division of the supreme court, the 
hearing scheduled for October 13th before the 
public service commission on its proposed in- 
vestigation of the New York State Electric 
& Gas Corporation was postponed. Earlier on 
the same day, Justice F. Walter Bliss of the 
appellate division, third department, had 
granted a temporary stay restraining the com- 
mission from acting until after October 31st. 


North Carolina 


Seek Phone Reduction 


HE North Carolina Merchants Associa- 

tion, through its directors, last month 
adopted a resolution requesting the state utili- 
ties commission “to take appropriate action 
looking toward reductions in charges made by 
the Southern Bell Telephone & Telegraph 
Company.” 

Meeting in Raleigh, the directors approved 
a report prepared by Herbert S. Falk, Greens- 
boro lawyer, which set forth that the Bell 
Company's intrastate long-distance rates in 
North Carolina “are the highest of any state 
served by this company.” The report was sub- 
mitted to the directors by Ford Stout of 
Greensboro. 


If the Bell rates are cut, Falk forecast other 
companies operating in North Carolina would 
do likewise. 

The report stated that the Southern Com- 
pany reported to the Federal Communications 
Commission that it earned 8.82 per cent on its 
average net investment in telephone plants in 
North Carolina during 1937 and that “this is 
the largest percentage of earning on the net 
investment in telephone plants from any one 
state in the United States by a Bell Telephone 
Company, with the exception of the state of 
Texas.” 

The board’s resolution stipulated that the 
matter should be called to the attention of the 
utilities commission, Governor Hoey, and the 
Southern Company. 


Oregon 


Power Reduction Filed 


Wee valley division patrons of the 
Mountain States Power Company will 
save in excess of $46,000 annually as the re- 
sult of new tariffs filed with State Utility 
Commissioner N. G. Wallace at Salem last 
month. The reductions ranged from 9 to 30 
per cent. 

The first of these tariffs affected the com- 
mercial lighting schedules with 3,400 cus- 
tomers involved. Savings under this tariff, 
which became operative October 20th, will 
aggregate slightly in excess of $40,000 a year. 

The top step in the commercial lighting 
rate, formerly 6 cents per kilowatt hour, has 
been reduced to 5 cents, with corresponding 
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reductions in other blocks of this rate. This 
schedule affects lighting service for stores, 
commercial institutions, garages, service sta- 
tions, schools, and churches. 

The other tariff was for street lighting serv- 
ice to municipalities. Under this schedule re- 
duced rates were offered to cities where the 
street lighting system rests with the city. Wal- 
lace estimated that the savings in street light- 
ing rates would total $6,300 annually. 


Purchase Price Agreed 


gore of possible early acquisition, R. E. 
Towne of Tacoma, engineer for the dis- 
trict, reported to the Lewis county public util- 
ity district commissioners recently that pur- 
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chase prices for two of three utilities sought 
in eastern Lewis county had been agreed 


upon. 
Prices of $72,000 for the Interstate Power & 


Light Company at Mineral and of $39,000 for 
the Cowlitz Valley Power Company at Mossy- 
rock were tentatively agreed upon in negotia- 
tions by the utility district. 


Pennsylvania 


Bell Appeals Order 


i Gow Bell Telephone Company of Pennsyl- 
vania on October 12th appealed to the 
state superior court to reverse the decision of 
the state public utility commission ordering a 
reduction of rates for intrastate calls in ex- 
cess of 36 miles. 

The company argued that this reduction 
would reduce its revenue by $600,000. It de- 
nied that it was “discriminating” against 
Pennsylvania, as charged by the commission. 
William H. Lamb, counsel for the company, 
also declared the company was earning less 
than 6 per cent on its investment, and that it 
had put through a rate reduction of $1,800,000 
in February, 1937. Lamb contended the rate 
of the company’s earnings was lower than any 
Bell Company of any other state, 

The commission claimed the rates for long- 
distance calls within the state were greater 
than for comparable distances for interstate 
calls by the American Telephone and Tele- 
graph Company, which owns the Bell Com- 
pany. As an example, the state commission 
cited the rate from Harrisburg to Camden, 
N. J., via A. T. & T., was 55 cents, while a 
call from Harrisburg to Philadelphia, virtually 
the identical distance, was 60 cents. 


Defends Act 


oc state public utility commission on Oc- 
tober 11th announced it would appeal to 
the U. S. Supreme Court the decision of a 
Federal statutory court voiding its power to 


order temporary reductions pending the fixing 
of permanent rates. Chairman Dennis J. Dris- 
coll made the announcement following a hur- 
ried meeting of the commission to study the 
effect of Circuit Court Judge J. Warren Davis’ 
opinion annulling the commission’s order of 
November 30, 1937, directing the Edison Light 
& Power Company of York, to effect a 30 
per cent reduction for the benefit of its 28,651 
customers. 

The opinion, concurred in by Circuit Court 
Judge Joseph Buffington and District Court 
Judge Oliver B. Dickinson, declared unconsti- 
tutional the section of the new state Public 
Utility Act under which the temporary -reduc- 
tion was ordered. 

The decision, legal observers believed, also 
would invalidate the 5-cent temporary gas rate 
reduction ordered by the utility commission 
for Philadelphia. The reduction has been held 
up by a temporary injunction granted by the 
Dauphin county court. 

Chairman Driscoll revealed that $310 of the 
Public Utility Act, which is the part declared 
unconstitutional, was copied almost verbatim 
from the Public Utility Act of New York 
state, which was upheld by the New York 
Circuit Court of Appeals, in the case of the 
Bronx Gas and Electric Company wv. Maltbie. 

Driscoll released figures from the commis- 
sion’s biennium report to the governor oa 
October 7th, to show the effect of Judge Davi:’ 
decision on the commission’s ability to obtain 
rate reductions for consumers. The report, 
which had not then been made public, covers 
the period from June 1, 1936, to May 31, 1938. 


South Carolina 


Utility Asks Rehearing 


HE South Carolina Electric and Gas Com- 
pany on October 24th moved to prevent 
a reduction in its electric rates ordered ten 
days previously by the state public service com- 
mission. In a formal petition asking a hearing 
on the matter, the state commission denied it 
was receiving an excessive return on the value 
of its property and declared that to put the 
lower rates proposed by the commission into 
effect would amount to confiscation of its prop- 
erty. 
The company’s petition was signed by N. H. 
Coit, vice president of the company, and was 
submitted to the commission through W. C. 


McLain, the utility company’s attorney. 

In ordering the company’s rates cut in 
almost every category of service, the commis- 
sion charged that it was receiving an excessive 
return. It ordered the rates into effect No- 
vember Ist and estimated the annual savings 
to customers under the reductions would 
aggregate $510,000. 

The company objected on the grounds that 
the act of the general assembly under which 
the reductions were ordered is “violative of 
the due process of law provisions of both the 
Constitution of the United States and of the 
state of South Carolina.” 

Commissioner John C. Coney said a date 
for a hearing on the order would be set. 
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THE MARCH OF EVENTS 


Tennessee 


To Urge Two New Dams 


enator K. D. McKellar last month an- 
S nounced he planned to introduce bills in 
the next Congress to place the Cumberland 
valley under jurisdiction of the Tennessee 
Valley Authority and also for construction of 
two new TVA dams. 

The proposed dams, McKellar said, would 
be at Watt’s Bar and at Coulter’s, both near 


Knoxville on the Tennessee river. Construc- 
tion of these dams, he said, together with the 
Gilbertsville dam, “would give navigation 
from Knoxville to the Gulf of Mexico.” He 
expressed the opinion that construction costs 
would be repaid through the sale of electric 
energy. 

McKellar said surveys showed each dam 
— built for between $18,000,000 and $22,- 


’ 


Texas 


RFC Engineers Study 
Distribution 


HAIRMAN Jesse H. Jones of the Recon- 
C struction Finance Corporation last month 
announced that RFC engineers were in Texas 
studying electric power distribution problems 
on the lower Colorado river. 

The study would determine if loans should 
be made to individual towns or to the Lower 
Colorado River Authority for the purchase of 
lines to distribute power generated by fed- 
erally financed Buchanan and Marshall Ford 
dams. 

The loan to the authority, he said, would be 
used to extend present lines, a loan to the 
individual towns for the purchase of existing 
facilities. He said no application had been 
made for the construction of new lines to 
parallel those already maintained by the Texas 
Power & Light Company, which recently of- 
fered for sale all its properties in 16 Texas 
cities. 


Gas Tax Suit 


HE state supreme court last month agreed 

to review litigation involving the question 

of whether the Utility Natural Gas Company, 

with one customer in Victoria, was subject to 

the occupation tax on utilities used for local 
sale and distribution. 

Determination of the question, which formed 

the main issue in a suit by the state to collect 


$3,755 in taxes, would involve the construc- 
tion of the article which imposes gross re- 
ceipts taxes of seven-tenths of one per cent 
on utilities in cities of 2,500 to 10,000 popula- 
tion and three-eighths per cent in cities of 
more than 10,000. Yield from the tax this year 
was forecast by the state auditor at $895,000. 

In granting a writ of error for a review of 
the case, the court noted that it was a con- 
struction of Article 706, original enactment of 
which was in 1905 and 1907 with subsequent 
amendments as to its wording and rates. 

The state contended the company, whose 
pipe line enters Victoria to deliver gas to the 
Central Power & Light Company, was subject 
to the tax. The state’s position was upheld in 
district court and by the Austin Court of Civil 
Appeals, which decided there was nothing in 
the act to indicate the tax was levied only on 
companies with two or more customers in a 
town. It is the company’s contention, however, 
that it does not engage in a distribution busi- 
ness, as it has only one customer in Victoria. 
It owns and operates a gas-producing, gather- 
ing, and transmission system in Refugio and 
Victoria counties with a single pipe line termi- 
nating at the plant in Victoria. 

In construing the article as applicable to the 
one-customer company, the court of civil ap- 
peals held that inequality of taxation would re- 
sult if the company with only one customer 
was exempt, but those with two or more taxed, 
as there was no essential difference, since both 
were engaged in the business intended to be 
taxed. 


Utah 


Federal License Not Required 


HE Federal Power Commission last 
month issued a finding that the interests 
of interstate or foreign commerce would not 
be affected by the construction of a proposed 
hydroelectric project on the Logan river at 
Logan by the George A. Bell Power Company. 
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Under the commission’s finding, no Federal 
license for the proposed project would be re- 
quired. 

The finding followed consideration by the 
commission of a declaration of intention to 
construct the project filed September 2, 1938, 
by the George A. Bell Power Company and 
the investigation of pertinent records. The 


NOV. 10, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


development would not affect any lands or 
reservations of the United States, the finding 
stated. 

The total cost of the development was esti- 
mated at less than $120,000, according to docu- 
ments filed by the Bell Company, and it was 


proposed that electric energy generated by the 
project would be sold the city of Logan for 
less than the cost of energy generated by the 
city at present with Diesel engines. Only part 
of the city’s energy requirements would he 
generated by the proposed development. 


Virginia 


Plans Power and Light Survey 


ours T. Klauder, consulting engineer of 
Philadelphia, has been engaged by the 
city council of Fredericksburg to conduct a 
survey of power and light requirements, facili- 
ties, and costs in Fredericksburg for the in- 
formation of the body in connection with the 
pending renewal of the Virginia Electric & 
Power Company franchise, which has been 
before the council for over two years. 
The present franchise expires March 27, 


1939, and has been the subject of negotiation 
since April 10, 1936. The special council com- 
mittee received a proposal from Jack G, Holtz- 
claw, power company president, in December, 
1936, for renewal of the franchise and the ac- 
companying contract for supplying the city’s 
light and power demands. 

In March of this year the city council appro- 
priated $2,500 for employment of technical ex- 
perts to study the local situation and advise 
the committee on the merits of private utility 
service and the proposed municipal system. 


Washington 


City Phone System Urged 


HE city council judiciary committee last 

month took under consideration a resolu- 
tion by Councilman Hugh De Lacy asking the 
establishment of a city-owned telephone sys- 
tem for Seattle, 

The measure would direct Lighting Super- 
intendent J. D. Ross to report on how much 
capital would be required for such a system, 
what rates would be necessary, and how the 
system could be financed. The council had 
passed a resolution protesting rate increases 
proposed by the Pacific Telephone & Tele- 
graph Company. 

De Lacy said a survey made by the city in 
1934 indicated a publicly owned telephone sys- 
tem was feasible. Telephone service could be 
provided at a rate as low as 75 cents a month, 
he declared. 


Commenting on the De Lacy plan, Council- 
man James Scavotto said the city could give 
telephone service for $1 a month. Other coun- 
cilmen withheld comment pending a study of 
the proposal. 

The cities of Seattle and Spokane on Octo- 
ber 18th filed, with the state department of 
public service, a brief which contended that 
the granting of an application by the Pacific 
Telephone & Telegraph Company to pass on 
city occupational taxes to telephone users 
would represent a denial of the right of the 
city to impose the tax. The telephone com- 
pany desires to transfer the taxes to the bills 
of users. Seattle levies a 4 per cent occupa- 
tional tax and Spokane 3 per cent. 

An additional reason for denying the appli- 
cation, the brief continued, was that no reduc- 
tion in rates was contemplated in the cities 
and towns not imposing an occupational tax. 


Wisconsin 


REA Funds Earmarked 


By. M. Carmody, REA administrator, on 
October 13th wired Governor LaFollette 
that rural electric codperatives in Grant, 
Crawford, and neighboring counties had been 
earmarked $500,000 for the construction of a 
central generating plant to furnish wholesale 
electricity to farmers in southwestern Wis- 
consin, 

Construction of 364 miles of rural electric 
line in Crawford and Grant counties was being 


held up pending a lower wholesale rate for 
these REA projects from the Interstate 
Power Company of Wisconsin, it was said. 
Carmody’s wire stated: 

“Know you will be interested to learn I have 
just earmarked $500,000 for central generating 
plant to serve codperatives in Grant, Craw- 
ford, and neighboring counties. Set-up will 
be similar to Chippewa plant. This step ne- 
cessitated by unwillingness of local power 
company to quote wholesale rates in line with 
current trends,” 
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The Latest 
Utility Rulings 


Delay in Approving Bond Issue Not Justified 
by Pending Rate Dispute 


UTHORITY was granted by the Michi- 
gan commission to the Michigan 
Consolidated Gas Company, formerly the 
Detroit City Gas Company, to issue 
securities for the purpose of acquiring 
the assets of the Grand Rapids Gas Light 
Company, the Muskegon Gas Company, 
and the Washtenaw Gas Company, and to 
assume outstanding bonded indebtedness 
of these companies. Objection by repre- 
sentatives of the city of Detroit that a 
consolidation of the properties might in- 
terfere with a pending appeal in the 
supreme court relating to gas rates was 
not sustained. 

Jurisdiction of rates in that city had 
been assumed by the commission, to the 
exclusion of the city, under arrangements 
on the subject contained in the so-called 
Detroit Plan as provided in a consent de- 
cree. Since the review had not been de- 
cided, the city council requested post- 
ponement of action by the commission 
upon the present application pending a 
judicial decision so that the city’s in- 
terests involved in the review might not 
be prejudiced by the commission’s action. 
But on this, the commission said: 


The commission has given careful con- 
sideration to claims and position of the city 
of Detroit as involved in the supreme court 
review and is of the opinion that the con- 
solidation of applicant with said subsidiaries, 
and consequent extension of applicant’s ac- 
tivities to statewide scope, will have no bear- 


ing whatever upon the commission’s author- 
ity, or lack of authority, to regulate the util- 
ity in the city of Detroit. Section 11009 of 
the Compiled Laws of 1929, as amended, con- 
ferring jurisdiction upon this commission to 
control and regulate public utilities within 
this state producing, transmitting, deliver- 
ing, and furnishing gas for heating or light- 
ing purposes for public use, expressly denies 
power to this commission over rates and 
charges of such utilities where the same are 
fixed or regulated in particular cities, vil- 
lages, or townships by franchise or agree- 
ment granted or made by the proper authori- 
ties of any such municipality. And this com- 
mission has always held that the exclusion 
of its power over rates so municipally regu- 
lated, is universally applicable, without re- 
gard to the statewide extent of particular 
utilities, or the general jurisdiction of the 
commission otherwise over the same. 


The commission said that even though 
under ordinary circumstances it might be 
inclined to grant a postponement, it 
should not interpose unnecessary delays 
where no substantial right of the city 
would be jeopardized. The commission 
referred to the fact that in the early part 
of 1937 authorization for a bond issue 
had been granted but that fluctuating 
money prices at the time had disabled the 
company from catching a favorable mar- 
ket for refunding then outstanding is- 
sues, with the result that higher interest 
rates had since been paid, to the detri- 
ment of the company and customers 
alike. Re Michigan Consolidated Gas Co. 
(D-3196). 


Conditions Imposed by New Jersey Board 
In Authorizing Bond Issue 


ASS order of the New Jersey 
{\ Board of Public Utility Commis- 
sioners authorizing the execution of a 


mortgage and the issuance of bonds is 
somewhat of a departure from past 
practices in that the board imposed cer- 
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tain conditions with respect to the pay- 
ment of commissions to bankers as well 
as legal and trustee’s expenses. The 
order provides that, in connection with 
the transactions authorized, commis- 
sions shall in no event exceed one-half 
of one per cent of the amount of the 
bond issue, and that counsel and _ at- 
torneys’ fees and expenses paid on ac- 
count of company and purchasers shall 


not exceed $23,000. It is further provided 
that the trustee’s fees and expenses shall 
not exceed $9,000. 

The authorization granted covered the 
issuance of $14,350,000 first mortgage 
bonds and the redemption at 100 per cent 
of par of $5,262,000 of outstanding gen- 
eral and refunding mortgage 54 per cent 
bonds. New bonds will bear 34 per cent 
interest. Re Hackensack Water Co. 


Service Application Must Not Contain 
Confession of Judgment 


FORM of written application for 
water service incorporating a con- 
fession-of-judgment provision was de- 
scribed by the Pennsylvania commission 
as intolerable and indefensible. The rul- 
ing was precipitated by a complaint 
against refusal of service when a water 
user refused to sign such an application. 
The water company defended its form 
of application on the ground that recent 
economic circumstances in the service 
area necessitated such a requirement. 
Many unpaid balances had been lost to 
the company when the community’s prin- 
cipal industry had been abandoned, re- 
sulting in an exodus of workers and con- 
sumers from the service area. In a few 
instances the company had sued for the 
collection of moneys owed to it, but be- 
cause of the lack of real property and ex- 
emption of property under the law in 
these matters the customers had avoided 


payment. On this, the commission said: 


All enterprises are subject to poor credit 
risks, and many methods and practices have 
been devised to furnish the maximum 
amount of credit protection and credit col- 
lection, among which is included the form 
of contract between creditor and debtor, 
containing a confession of judgment pro- 
viso. However, a public utility enjoys ad- 
ditional and more powerful weapons in 
credit relations between itself and its con- 
sumers; namely, a consumer cash deposit 
held by the creditor until such time when 
the patron indicates sufficient credit re- 
sponsibility, and, most important, the con- 
trol of the discontinuance of a monopolis- 
tic service in the event of the failure of 
proper creditor-debtor relationships. 


The commission held that the company 
might properly require a deposit, subject 
to the limitations of the statutes and the 
commission’s regulations. Hulings v. 
Crystal Springs Park Water Co. (Com- 
plaint Docket No. 11443). 


Depletion of Working Capital Criticized When 
Company Seeks Loan 


PUBLIC utility company was denied 
A approval by the Pennsylvania com- 
mission for the borrowing of money from 
its parent company on the ground that 
approval would encourage continuance 
of practices of which the commission had 


complained. The purpose of the pro-. 


posed loan was to make additions to plant 
and to replenish working capital. 
The parent corporation held a demand 
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note bearing interest at 7 per cent pay- 
able monthly. The subsidiary had paid 
this interest to the parent corporation and 
had also paid common stock dividends, 
with the result that out of adjusted gross 
income of $293,731.87 for the years 1934 
to 1937, inclusive, $291,056.45 went for 
the payment of interest and dividends. 
The commission said it need not there- 
fore be surprised at the current financial 
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position of the subsidiary company. 

It was said to be significant that the 
parent corporation had taken no steps 
to correct the situation. It had not re- 
duced the interest on the notes to a rate 
consistent with current economic condi- 
tions; it had not foregone collections of 
interest monthly except for the year 1938 
thus far; it had not attempted in the 
present favorable money market to fund 
the current indebtedness into low-rate 
bonds. The commission said: 


Let petitioner put its financial house in 
order, and it will have working capital 
available without recourse to current bor- 


rowing; but if even then it is necessary to 
borrow, local lenders of money will be more 
responsive because of petitioner’s improved 
financial condition. Petitioner’s service to 
the public need not in the meantime be im- 
paired if petitioner will do what in com- 
mon justice it ought to do—withhold pay- 
ments of interest and dividends to the 
Northeastern Company until an adequate 
amount of its dissipated working capital 
shall have been recouped. Until such re- 
coupment shall have been effected in an 
adequate amount, the additional small 
working capital required ought to be ob- 
tainable, on reasonable terms, from local 
bankers. 


Re Latrobe Water Co. (Application 
Docket No. 52107). 


Interest Rate Reduction on Bonds of Subsidiary Utility 


PUBLIC utility corporation was 
peo by the Wisconsin commis- 
sion to make entries on its books to re- 
flect the benefit of an interest rate reduc- 
tion on bonds held by a parent corpora- 
tion except for a period when creditors’ 
rights prevented such reduction, where 
the reduction had been voted by the board 
of directors of the parent company. 

The Interstate Light and Power Com- 
pany had issued bonds bearing an interest 
rate of 6 per cent per annum. These 
bonds are now owned by the Northern 
States Power Company, which owns all 
the stock of the Interstate Light and 
Power Company. The parent corpora- 
tion in 1934, by resolution of its board of 
directors, reduced the interest rate on the 
bonds and a lower interest rate was ac- 
cordingly collected. On February 1, 
1937, the bonds were refunded and the 
refunding bonds were pledged by the 
parent company. 

The subsidiary corporation took the 
position that the resolution of the parent 
corporation was not binding on the sub- 
sidiary since it was never accepted by 
that company, that no consideration of 
any kind passed to the parent company 
for it, that it amounted to no more than a 
statement of the parent company that it 
would accept less than the amount actu- 
ally due for interest on the bonds, and 
that at least since the pledging of these 
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bonds the parent company was not 
authorized to accept less than the 6 per 
cent interest due. 

The commission said that in so far as 
the liability of the subsidiary for full in- 
terest payment was concerned, it would 
be more convincing if the two companies 
were dealing with each other at arm’s 
length as an ordinary debtor and creditor, 
but that when the creditor was as closely 
affliated with the debtor as these com- 
panies were and had been during the en- 
tire life of the bonds, it was difficult to 
give much weight to the claim that the 
debtor never accepted the reduction in 
interest rates. The commission con- 
cluded that the subsidiary had received 
the benefit of the reduction in interest on 
the bonds and that this reduction should 
be properly recorded in the accounts of 
the subsidiary. 

In regard to the interest expense sub- 
sequent to the pledging of the bonds, 
however, the picture was said to be differ- 
ent as there appeared to be merit in the 
contention that the parent company was 
not authorized to accept less than the full 
6 per cent interest without the consent of 
its creditors. It therefore appeared that 
the liability of the subsidiary to pay this 
interest on the bonds subsequent to their 
pledging should be recorded on its books. 
Re Interstate Light and Power Co. (2- 
U-1292). 
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Free Use of Gas under Natural Gas Lease 


HE Pennsylvania commission some- 
time ago [22 P.U.R. (N.S.) 265] 
ordered a natural gas company to cease 
from furnishing gas to the owners of 
property leased as gas lands on the 
ground that this constituted free service 
prohibited by law. The commission, upon 
rehearing, admitted evidence as to usage 
in the territory and the construction of 
similar provisions to show the intention 
of the parties, and it arrived at the con- 
clusion that the company was not en- 
gaged in furnishing public utility serv- 
ice to the property owners and was not 
violating the law against discrimination. 
The lease provision in question stipu- 
lated that while gas was being sold off 
the premises the property owner might 
have gas free of cost for domestic pur- 
poses on the premises to the extent of a 
specified amount each year, the owner to 
make necessary connection and assume 
all risk in using the gas. The commis- 
sion, in its latest opinion, said: 

We are of opinion that the evidence of 
usage in respondent’s territory with re- 
spect to the lease provision here under 
consideration, and with respect to similar 
provisions in other of respondent’s leases 
is admissible to show the intention of the 
parties with regard thereto and to resolve 
any ambiguity in the meaning of the terms 


used. We are further of opinion that the 
language of the instant provision itself as 
supplemented and clarified by this evidence 
of usage, may properly be given the con- 
struction contended for by respondent, 
namely, that it constitutes an exception of 
200,000 cubic feet of gas per year created 
in favor of informal complainants. 

So construed, this provision is of an en- 
tirely different nature from the various free 
service agreements of other types of utili- 
ties which have been declared invalid by our 
courts. In such free service agreements 
the utilities involved contracted to render 
service in consideration of some right or 
thing granted to them and the service which 
the utilities agreed to furnish was exactly 
the same service that it was furnishing to 
its other patrons and making a charge 
therefor. 


The commission said that it was its 
duty to construe the provision in the man- 
ner intended by the parties. It could be 
said that no part of the gas used by the 
property owners for domestic purposes 
was ever devoted to the public use by the 
natural gas company, nor had the com- 
pany any right so to devote it. Operation 
under this provision was not the render- 
ing of utility service and was not in viola- 
tion of the law. Pennsylvania Public 
Utility Commission v. T. W. Phillips 
Gas & Oil Co. (Complaint Docket No. 
11323). 


Municipal Plant Rates to Outside 
Water Company 


eS by a water company 
against the rates applied by the city 
of Wheeling, West Virginia, for water 
furnished for resale was sustained by the 
state commission, which held that the 
rates of the municipal plant in effect for 
service rendered to customers in the city 
should be applied to the service rendered 
to the water company. The company 
actually received its water from a point 
within the corporate limits through a 
connection there. 

The municipality had been billing for 
service at rates applicable to customers 
whose lines were attached to the munici- 
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pal plant lines without its corporate 
limits. The contention of the municipality 
was that by reason of the fact that the 
water company had not contributed to 
the cost of constructing the water plant 
in the city it was under no obligation to 
supply the water company with water 
service, either within or without the cor- 
porate limits of the city; that the rates 
which the company claimed should be ap- 
plied to the water furnished to it were 
not compensatory ; that by applying the 
rates to water furnished to an industrial 
plant located in the city of Wheeling and 
to the water company there was patent 
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discrimination which was unlawful ; that 
the water company should be required to 
secure its water supply from other 
sources. 

The inside rates under the schedule 
were applicable “to customers whose 
lines are connected with the city’s lines 
within the corporate limits.” The claim 
that the rates were not compensatory 
was not found by the commission to be 


e 


supported by any evidence. Because of 
the fact that the municipal plant had ac- 
cepted the application and had supplied 
water for a period of years, the commis- 
sion did not think that it would be war- 
ranted in saying that the municipality 
had no obligation to continue the serv- 
ice in question. Benwood-McMechen 
Water Co. v. City of Wheeling (Case No. 
2592). 


Regulation of Rates of Company Operating 
Municipally Owned Plant 


HE 1937 Public Utility Law of 

Pennsylvania, according to a ruling 
of the Pennsylvania commission, has 
changed the rule formerly upheld by 
courts and commissions that the commis- 
sion lacks jurisdiction to regulate rates 
of a company operating under lease a 
municipally owned gas plant. The com- 
mission pointed to the fact that in the 
definition of “facilities” in the new law 
the legislature had significantly omitted 
the exemption of municipally owned 
property. It was said that no exemption 
of municipally owned property can now 
be read into the definition of the term 
“service” and that any service rendered 
by means of municipal facilities is sub- 
ject to the general jurisdiction of the 


commission if furnished by a public util- 
ity. 

The commission also rejected the con- 
tention that it lacked jurisdiction because 
the lease between the city and the com- 
pany was still operative. That agreement, 
it was declared, is not determinative of 
the jurisdiction of the commission, but 
its jurisdiction is determined by the con- 
struction of the appropriate statutes of 
the commonwealth. It was said that the 
rate provisions of such a contract, under 
the authorities, may be altered or revised 
by the legislature or its duly constituted 
regulatory commission in the exercise of 
the police power. Jaspanv. Philadelphia 
Gas Works Co. (Complaint Docket No. 
11583). 


7 


Telephone Exchange Base Rate Areas and 
Exchange Service Areas 


A company was permitted 
and required by the Pennsylvania 
commission to extend service to an ap- 
plicant although this involved an adjust- 
ment of a boundary line between this 
company and an adjoining company 
which had not only consistently neglected 
to establish service requested, but had 
failed to make any acknowledgment of an 
inquiry regarding service. The commis- 
sion ordered that a toll traffic agreement 
existing between the companies should 
be modified in so far as the allocation of 
territory was concerned. 
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Establishment by telephone companies 
of well-defined areas in which their serv- 
ice is to be made available at the estab- 
lished and effective rates set out in tariffs 
on file with the commission and of well- 
defined areas in which their service will 
be made available to subscribers located 
outside of the primary exchange base 
rate area at rates modified in conformity 
with greater distance, said the commis- 
sion, is essential in each case. These areas 
should be maintained subject to occa- 
sional changes necessitated by current 
developments and shifts in the geographi- 


NOV. 10, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


cal distribution of residence and business 
subscribers. The commission explained 
the meaning of the terms as follows: 

The area in which the service of the tele- 
phone utility may become available at the 
established rates as set out in the effective 
tariffs is designated as the exchange base 
rate area, and the area throughout which 
the service of the telephone utility is avail- 


HE Wisconsin commission, in au- 

thorizing and directing a telephone 
company to extend its lines to serve two 
prospective subscribers in border-line ter- 
ritory where it was probable that service 
could be obtained of the same adequacy 
by connection to either company, said that 
the preference of the potential subscriber 
under such conditions becomes the deter- 
mining factor. Re Iowa County Tele- 
phone Co. (2-T-458). 


The Oklahoma Supreme Court held 
that the commission was not required to 
give an existing carrier over a certain 
route the opportunity to furnish addi- 
tional service before it could amend a 
certificate of convenience and necessity 
of another carrier operating over the 
same route by removing certain restric- 
tions. Missouri, Kansas & Oklahoma 
Coach Lines, Inc. v. State et al. 81 P. 
(2d) 660. 


The Wisconsin commission ordered an 
electric company to extend service for 
which it had previously received authori- 
zation. The company was criticized for 
its delay, the commission stating that 
when an application to construct is made 
the company should have some definite 
plans in mind, and that it is unreasonable 
under ordinary circumstances for the 
company to wait almost a year before 
commencement of work. J. A. Brokish et 
al. v. Wisconsin Power & Light Co. (2- 
U-1294, CA-513). 


The Michigan commission, in approv- 


able to subscribers at rates modified in con- 
formity with the location of their telephones 
outside the base rate area but within the 
area in which service may be rendered at 
modified rates is called the exchange service 
area. 


Morrow v. The Bell Telephone Co, of 
Pennsylvania (Informal Complaint 


Docket No. 10948). 
& 


Other Important Rulings 


ing a schedule of electric rates, said that 
the commission was requiring all utilities 
to receive approval of their rate 
schedules even though such schedules 
had not been approved by the commission 
in the past, it being the commission’s 
opinion that no schedule should be opera- 
tive unless it had been approved. Re 
Manistique Light & Power Co. (D-2905- 
38.1). 


The New Jersey board, in denying 
authority to a railroad company to dis- 
continue the services of a clerk and to 
employ a station attendant, pointed out 
that the application would merely result 
in the discharge of an employee at one 
salary and the rehiring of another at a 
lesser salary, with the result that an an- 
nual saving would accrue of approxi- 
mately $750 where income was over $12,- 
000. The board said that it had re- 
peatedly indicated that where the revenue 
derived as compared with the margin of 
expense showed such disproportion an 
application of this character would not 
be approved. Re New Jersey & New 
York Railroad Co. 


The Pennsylvania commission held 
that it had exclusive jurisdiction to de- 
termine the points at which and the man- 
ner in which a railroad crossing must be 
constructed, altered, or relocated, and 
that it had power to allocate the cost be- 
tween the public utilities, municipal cor- 
poration, and the state. Department of 
Highways v. Reading Co. et al. (Com- 
plaint Docket No. 11279). 


Norte.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


NOV. 10, 1938 


670 








PREPRINTED FROM 


Public Utilities 
‘Reports 


COMPRISING THE DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 


VotuME 25 P.U.R.(N.S.) NuMBER 3 


Points of Special Interest 


SUBJECT 
Valuation of street railway property 


Right-of-way costs and franchises - 

Bond discount in valuation case - 

Accrued depreciation of street railway 

Bridge costs of street railway - - 

Commission jurisdiction over employees 

Rate reduction to encourage use - : - 
Penalties for slow payment - - : - 
Regulation of rates of nonoperating lessor company 





These reports are published annually in five bound volumes, with an Annual 
Digest. The volumes are $6.00 each; the Annual Digest $5.00. A year's 
subscription to Pusuic Utiities FortNIGHTLY, when taken in combination 
with a subscription to the Reports, is $10.00. 


671 NOV. 10, 1938 








Titles and Index 





TITLES 


Capital Transit Co., Re 


Catherine & Bainbridge Streets R. Co., Public Utility Commission v. .............. (Pa.) 239 


Pennsylvania Railroad, Gordon v. ............. 


Telluride Power Co., Re 


RENAE THe aw hv R ame sl ths (Ind.) 231 


(Utah) 235 


INDEX 


Commissions—jurisdiction over company in 
reorganization proceeding, 239. 


Labor—Commission jurisdiction, 231. 


Payment—penalty for slow payment, 235; time 
allowance for, 235. 


Public utilities—nonoperating lessor company, 


Rates—Commission power to regulate non- 
operating lessor company, 239; encourage- 
— of use, 235; property value as factor, 

35. 


Valuation—abandoned property, 177; accrued 
depreciation, 177; amusement park outside 


NOV. 10, 1938 


of state, 177; bond discount, 177; bridge 
costs of street railway, 177; development 
cost, 177; engineering and superintendence 
costs, 177; evidence, 177; franchises, 177; 
going value, 177; interest during construc- 
tion, 177; land, 177; leased property, 177; 
organization expenses, 177; original cost 
element, 177; overheads, 177; preorganiza- 
tion cost, 177; property for future use, 177; 
property used and useful, 177; rate making, 
177; reproduction cost element, 177; right- 
of-way costs of street railway, 177; substi- 
tute theory of reproduction cost, 177; taxes 
jane construction, 177; working capital, 





RE CAPITAL TRANSIT CO. 


DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Capital Transit Company 


[Order No. 1713, Formal Case No. 247.] 


Valuation, § 21 — Rate making. 


1. The value of public utility property for rate-making purposes is a judg- 
ment figure based upon consideration of all relevant facts, p. 185. 


Valuation, § 21 — Rate making — Facts considered. 


2. The relevant facts considered in valuing public utility property for rate 
making are original cost; reproduction cost new and less depreciation; 
present value of lands, including value of rights used in public or private 
domain; value of working capital actually invested and used and useful, 
embracing materials and supplies and cash; intangible elements of value 
such as going concern value ; and other elements of value, if any, p. 185. 


Valuation, § 168 — Charges to capital — Street assessments — Right-of-way costs 
— Street railway. 

3. Special assessments against a street railway in connection with widen- 
ing of streets, building of tracks, and laying of platforms other than those 
along the rights of way owned by the company, as well as expenditures on 
bridges not owned by the company but used by it in connection with the 
operation of its property, should be included in costs of property as costs 
of rights in public domain, p. 187. 


Valuation, § 342 — Development cost. 


4. Development costs of a street railway, representing expenditures by 
predecessors many years ago and relating generally to property long since 
abandoned, destroyed, or retired, and to experiments respecting methods 
and instrumentalities of operation, should not be included as property used 
and useful in the public service, nor should such items have any place 
in a statement of historical cost of such property or in connection with 
any other element of value, p. 188. 


Valuation, § 378 — Right-of-way costs — Loss on property condemnation — 
Presumptions. 
5. No allowance should be made as right-of-way costs or otherwise for 
land of a street railway condemned by public authority, when the company 
has by law secured full compensation therefor, even though it is claimed 
that there is a difference between the valuation of the land turned over 
to the public use and the damages awarded, since it must be assumed that 
the company receives full compensation in awards in condemnation cases, 


p. 189. 


Valuation, § 193 — Property used and useful. 
6. The word “property” as used in a statute requiring the Commission to 
value the property of a utility actually used and useful for the convenience 
of the public embraces both tangibles and intangibles but not equities or 
rights falling outside of the category of property as defined by law, and 
property to be included in the value must actually be both “used” and 
“useful” for the convenience of the public, p. 189. 
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Valuation, § 327 — Usefulness of property — Franchises and rights of way. 
7. Franchises and continuing rights of way for a street railway in and 
over public streets, granted for a valuable consideration, are to be included 
in value for rate making only to the extent that they are used and useful 
for street cars or for busses in the public service as of the time of valua- 
tion, p. 189. 


Valuation, § 329 — Franchises and rights of way — Original cost. 
8. Franchise or right-of-way rights when included in value for rate making 
are included at their cost to the acquiring company at the time of acquisi- 
tion, p. 189. 


Valuation, § 67 — Original cost — Items in investment account. 


9. Items properly included in the investment or capital account of a public 
utility company need not be reflected in a value determination of original 
cost or historical cost of property existing and used and useful as of a 
particular valuation date, but must be excluded from such determination 
= they are constituents of actual original cost of such property, p. 
192. 


Valuation, § 117 — Bond discount. 


10. Bond discount should not be included in historical cost of utility prop- 
erty used and useful for the convenience of the public as of the valuation 
date, when the record does not establish that the bonds to which the dis- 
count related, or any of them, were issued for the construction of any 
of the used and useful property under valuation, and where at least a 
substantial portion of them was not for construction at all but merely for 
consolidation of prior mortgage bonds, p. 192. 


Valuation, § 203 — Cost of abandoned property — Uncompensated loss. 
11. The unrecovered portion of costs of street cars abandoned as the 
result of an order of the Interstate Commerce Commission, relating to 
property long since out of public service and not in any way to property 
used and useful as of the valuation date, has no place in the determination 
of any value element of the latter, p. 193. 


Valuation, § 143 — Organization expenses. 

12. An item for organization expenses representing expenditures by pred- 
ecessor companies many years ago relating generally to reorganizations, 
consolidations, or mergers, being a pyramiding of such expenses, cannot 
be considered in a determination of original cost of existing property, p. 
193. 

Valuation, § 67 — Original cost determination — Figures used in earlier orders. 
13. Figures used by the Commission several years ago should not be 
used as a base in determining original cost of property presently used 
for rate-making purposes unless it is established that retirements and aban- 
donments of property included in such figures have been reasonably, prop- 
erly, and fully accounted for, and that the remainder represents the original 
or historical cost of property actually used and useful for the convenience 
of the public as of the valuation date, p. 194. 


Valuation, § 85 — Accrued depreciation — Original cost determination. 


14. Depreciation of property with relation to original cost or historical 
cost must be given consideration in cases where such cost is given con- 
sideration as an element of value, since the property which the cost repre- 
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sents has depreciated, although original or historical cost is a fact and as 
such is subject to no deduction, p. 195. 


Valuation, § 76 — Reproduction cost — Theoretical assumptions. 
15. The reproduction theory assumes nonexistence of the property involved 
in the reproduction estimate, except for inventory purposes, and the re- 
production of the existing property at its existent locations, under present 
topographical and other conditions, but it does not assume reproduction 
under conditions as they were when the property was originally constructed, 
p. 196. 

Valuation, § 153 — Overheads — Stores expense — Street railway. 


16. An allowance of 3 per cent of the cost of materials that would go 
through the storage yard was held ample on reproduction of street railway 
property, p. 200. 

Valuation, § 413 — Evidence — Reproduction cost — Prices. 
17. Reproduction cost of conductor bars of a street railway should be 


based on prices paid by the company during the period immediately prior 
to valuation date rather than quoted prices, p. 200. 


Valuation, § 183 — Reproduction cost — Track pavement — Compliance with 
municipal requirements. 
18. The cost of trimming adjacent roadway pavement in preparing a trench 
for street railway track pavement as required by local authorities should be 
included in the price found for underground trolley tangent track complete, 
when this cost would be incurred on reproduction, p. 203. 


Valuation, § 78 — Reproduction cost — Obsolete materials — Substitute theory 
— Trendec prices. 

19. The substitute theory of reproduction should not be applied to deter- 
mine reproduction cost of scoria block paving no longer used, in deter- 
mining reproduction cost of street railway property, nor should a specula- 
tive or conjectural price be applied, but a more reasonable estimate of cost 
of reproduction of such obsolete material and its installation would be 
obtained by properly trending the original cost of such material in place 
to accord with present prices, p. 203. 


Valuation, § 413 — Evidence — Reproduction cost — Prices — Quotations. 
20. Prices quoted for use in a valuation appraisal are essentially theoretical, 
the same as the reproduction estimate is theoretical, and before being used 
in such estimate should meet proper tests of reasonableness ; but divergence 
from or rejection of quoted prices in specific instances must be justified 
by record proof of errors, p. 205. 

Valuation, § 168 — Bridge costs — Street railway — Underpass. 
21. Costs paid by a street railway company, under a statutory requirement, 
towards the construction of a bridge spanning a public street on which 
the street railway operates are in the nature of costs for the right to operate 
along the street and should be considered and included in the valuation 


eg of rights in public domain at the amounts actually expended, p. 
Valuation, § 413 — Evidence — Reproduction cost — Quotations. 
22. Estimates of reproduction cost should comprehend proper economy, 
and where quotations for the same thing are received from equally re- 
sponsible concerns the lower quotation should be used in estimating re- 
production cost new, p. 208. 
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Valuation, § 213 — Property for future use. 
23. Equipment of a street railway company not actually used as of the 
valuation date, but being held for use and actually made a part of the 
operating plant a short time after valuation date, should be included as 
used and useful property, p. 208. 


Valuation, § 76 — Reproduction cost — Removal of underground obstructions — 
Present nonexistence. 

24. The cost of removal and relocation of underground obstructions, such 
as water mains, gas pipes, wires, and conduits, in the construction of 
underground track, although properly included in a statement of original 
cost, is not includable in an estimate of cost of reproduction of existing 
property because it does not meet the theory of reproduction under exist- 
ing price levels and existing conditions, as on reproduction these under- 
ground facilities would not be moved or changed, p. 209. 


Valuation, § 135 — Engineering and superintendence — Street railway. 


25. An allowance of 1.5 per cent of the amounts included in the reproduc- 
tion estimate for street railway equipment was made for engineering and 
superintendence applicable to rolling stock, while the composite percentage 
includable for engineering and superintendence respecting specific construc- 
tion accounts, other than rolling stock and buildings and bridges, was 
allowed at 3.5 per cent of the cost of reproduction of such accounts, p. 
211. 


Valuation, § 140 — Interest during construction. 


26. Interest during construction of street railway property was allowed 
at the rate of 6 per cent on the assumption that on reproduction of the 
property interest on cost of items other than rolling stock and land would 
be paid for a period of one-half, plus three months, of the construction 
period of each particular section or revenue operating unit before it would 
be placed in revenue operation, and that interest would be paid on cost 
of rolling stock for a period of three months before the piece of rolling 
stock would be put into revenue operation, p. 214. 


Valuation, § 125 — Interest during construction — Basis — Land. 


27. Land, which is included in the rate base at present value, should not 
have assigned to it any amount for interest during construction, p. 215. 


Valuation, § 125 — Taxes during construction — Basis — Land. 


28. Land, which is included in the rate base at present value, should not 
have assigned to it any amount for taxes during construction, p. 215. 


Valuation, § 143 — Preorganization expenses — Reproduction cost estimate. 
29. Preorganization expenses should not be included in a reproduction 
cost estimate or as an element of value in a valuation of street railway 
property for rate making, since in estimating cost of reproduction it must 
be assumed that a precisely known property is being reproduced, not as 
it was originally put together but as it would be constructed today; on 
reproduction the estimate should include the cost of organizing the cor- 
poration as it now exists, not a pyramid of costs originally incurred by its 
numerous predecessors or what might be incurred by a company without 
credit or property or theoretical costs of promoters, p. 216. 


Valuation, § 143 — Overheads — Preliminary operation. 
30. An allowance should be included in a reproduction cost estimate for 
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preliminary operation, by which term is meant the tuning-up processes, 
such as testing out of machinery and equipment after it is in place, ad- 
justments, and repairs to track and roadway between the time it is com- 
ag by the general contractor and the time it is put in actual operation, 
p. 217. 


Valuation, § 88 — Accrued depreciation — Effect of inadequate earnings. 
31. Consideration must be given to the amount of depreciation in the 
property as of valuation date regardless of the fact that rates may not 
have been sufficient to produce a reasonable return over and above operat- 
ing expenses, including depreciation in the past, p. 220. 


Valuation, § 82 — Accrued depreciation — Elements. 


32. Depreciation is the loss not restored by current maintenance, which 
is due to all the factors causing the ultimate retirement of property, these 
factors embracing wear and tear, decay, inadequacy, and obsolescence, 
p. 221. 


Valuation, § 84 — Accrued depreciation — Maintenance condition — Building. 


33. The theory that age elements should not be allowed to enter into esti- 
mates of accrued depreciation and that an old building, if kept in 100 per 
cent maintenance condition, is just as valuable as a new building (although 
some allowance is made for deterioration of the structural elements) is 
erroneous, p. 223. 


Valuation, § 105 — Accrued depreciation — Cars. 
34. The method of separating electric equipment from car bodies in deter- 


mining accrued depreciation gives undue weight to the operating condition 
of such equipment and tends to confuse operating efficiency with value; 
an obsolete type car might have 100 per cent of operating efficiency and 
yet because of obsolescence and inadequacy have a very low per cent of 
original cost or of cost of reproduction new for public purposes, p. 223. 


Valuation, § 93 — Accrued depreciation — Overheads. 


35. Overheads should be depreciated along with the structural items to 
which they attach, and in corresponding percentages, p. 225. 


Valuation, § 260 — Land. 


36. The rule with respect to the valuation of lands in public utility cases 
is not the same as in condemnation cases where severance damages are fre- 
quently an element and where benefits to remaining areas are offsets, but 
the value upon which a public utility is entitled to earn is the fair value 
of the land used and useful in the public service, not the value of the 
thing taken for public purposes as in condemnation cases, p. 226. 


Valuation, § 287 — Working capital. 
37. Working capital embraces material and supplies held for operating 
and maintenance purposes and invested cash required for such purposes, 
and it is a property item includable in the rate base to the extent and 


in the amount of the company’s investment therein as of valuation date, 
p. 227. 


Valuation, § 290 — Working capital. 


38. Only the actual investment of a company in working capital on the 
valuation date can be capitalized, although the company may need a large 
amount of cash for operating purposes, p. 227. 
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Valuation, § 213 — Property for future use. 


23. Equipment of a street railway company not actually used as of the 
valuation date, but being held for use and actually made a part of the 
operating plant a short time after valuation date, should be included as 
used and useful property, p. 208. 


Valuation, § 76 — Reproduction cost — Removal of underground obstructions — 
Present nonexistence. 

24. The cost of removal and relocation of underground obstructions, such 
as water mains, gas pipes, wires, and conduits, in the construction of 
underground track, although properly included in a statement of original 
cost, is not includable in an estimate of cost of reproduction of existing 
property because it does not meet the theory of reproduction under exist- 
ing price levels and existing conditions, as on reproduction these under- 
ground facilities would not be moved or changed, p. 209. 


Valuation, § 135 — Engineering and superintendence — Street railway. 
25. An allowance of 1.5 per cent of the amounts included in the reproduc- 
tion estimate for street railway equipment was made for engineering and 
superintendence applicable to rolling stock, while the composite percentage 
includable for engineering and superintendence respecting specific construc- 
tion accounts, other than rolling stock and buildings and bridges, was 


allowed at 3.5 per cent of the cost of reproduction of such accounts, p. 
211. 


Valuation, § 140 — Interest during construction, 


26. Interest during construction of street railway property was allowed 
at the rate of 6 per cent on the assumption that on reproduction of the 
property interest on cost of items other than rolling stock and land would 
be paid for a period of one-half, plus three months, of the construction 
period of each particular section or revenue operating unit before it would 
be placed in revenue operation, and that interest would be paid on cost 
of rolling stock for a period of three months before the piece of rolling 
stock would be put into revenue operation, p. 214. 


Valuation, § 125 — Interest during construction — Basis — Land. 


27. Land, which is included in the rate base at present value, should not 
have assigned to it any amount for interest during construction, p. 215. 


Valuation, § 125 — Taxes during construction — Basis — Land. 


28. Land, which is included in the rate base at present value, should not 
have assigned to it any amount for taxes during construction, p. 215. 


Valuation, § 143 — Preorganization expenses — Reproduction cost estimate. 
29. Preorganization expenses should not be included in a reproduction 
cost estimate or as an element of value in a valuation of street railway 
property for rate making, since in estimating cost of reproduction it must 
be assumed that a precisely known property is being reproduced, not as 
it was originally put together but as it would be constructed today; on 
reproduction the estimate should include the cost of organizing the cor- 
poration as it now exists, not a pyramid of costs originally incurred by its 
numerous predecessors or what might be incurred by a company without 
credit or property or theoretical costs of promoters, p. 216. 


Valuation, § 143 — Overheads — Preliminary operation. 
30. An allowance should be included in a reproduction cost estimate for 
25 P.U.R.(N.S.) 180 





RE CAPITAL TRANSIT CO. 


preliminary operation, by which term is meant the tuning-up processes, 
such as testing out of machinery and equipment after it is in place, ad- 
justments, and repairs to track and roadway between the time it is com- 
pleted by the general contractor and the time it is put in actual operation, 


p. 217 


Valuation, § 88 — Accrued depreciation — Effect of inadequate earnings. 
31. Consideration must be given to the amount of depreciation in the 
property as of valuation date regardless of the fact that rates may not 
have been sufficient to produce a reasonable return over and above operat- 
ing expenses, including depreciation in the past, p. 220. 


Valuation, § 82 — Accrued depreciation — Elements. 
32. Depreciation is the loss not restored by current maintenance, which 
is due to all the factors causing the ultimate retirement of property, these 


factors embracing wear and tear, decay, inadequacy, and obsolescence, 
p. 221. 


Valuation, § 84 — Accrued depreciation — Maintenance condition — Building. 
33. The theory that age elements should not be allowed to enter into esti- 
mates of accrued depreciation and that an old building, if kept in 100 per 
cent maintenance condition, is just as valuable as a new building (although 
some allowance is made for deterioration of the structural elements) is 
erroneous, p. 223. 


Valuation, § 105 — Accrued depreciation — Cars. 
34. The method of separating electric equipment from car bodies in deter- 
mining accrued depreciation gives undue weight to the operating condition 
of such equipment and tends to confuse operating efficiency with value; 
an obsolete type car might have 100 per cent of operating efficiency and 
yet because of obsolescence and inadequacy have a very low per cent of 
original cost or of cost of reproduction new for public purposes, p. 223. 


Valuation, § 93 — Accrued depreciation — Overheads. 


35. Overheads should be depreciated along with the structural items to 
which they attach, and in corresponding percentages, p. 225. 


Valuation, § 260 — Land. 


36. The rule with respect to the valuation of lands in public utility cases 
is not the same as in condemnation cases where severance damages are fre- 
quently an element and where benefits to remaining areas are offsets, but 
the value upon which a public utility is entitled to earn is the fair value 
of the land used and useful in the public service, not the value of the 
thing taken for public purposes as in condemnation cases, p. 226. 
Valuation, § 287 — Working capital. 

37. Working capital embraces material and supplies held for operating 
and maintenance purposes and invested cash required for such purposes, 
and it is a property item includable in the rate base to the extent and 


in the amount of the company’s investment therein as of valuation date, 
p. 227. 


Valuation, § 290 — Working capital. 


38. Only the actual investment of a company in working capital on the 
valuation date can be capitalized, although the company may need a large 
amount of cash for operating purposes, p. 227. 
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Valuation, § 332 — Going concern value — Separate allowance. 


39. Public utility property may be valued as a going concern with an 
assembled and established plant doing business and earning money with- 
out making any separate or specific allowance for going concern value, p, 


228. 


Valuation, § 230 — Amusement park — Rate base of street railway — Property 
in other state — Leased property. 


40. An amusement park or resort in an adjoining state, owned by a transit 
company in the District of Columbia, operated under lease by a subsidiary 
amusement company, should not be included in the street railway com- 
pany’s rate base applicable to the District of Columbia although it may 
tend to increase the volume of traffic and revenues, p. 229. 


[August 29, 1938.] 


ela pened by Commission to determine value of property 
of a transit company for rate-making purposes; value 
determined. 


APPEARANCES: Public Utilities 
Commission: William W. Bride, 
General Counsel, until March 15, 
1934; E. Barrett Prettyman, General 
Counsel, from March 16, 1934, to 
March 31, 1936; Elwood H. Seal, 
General Counsel, beginning August 4, 
1936; William A. Roberts, Special As- 
sistant Corporation Counsel, from 
September 3, 1930, to May 16, 1934; 
Hinman D. Folsom, Special Assistant 
Corporation Counsel, from October 
5, 1934, to July 19, 1937; Lloyd B. 
Harrison, Special Assistant Corpora- 
tion Counsel, beginning August 3, 
1937; Raymond Sparks, Assistant 
Corporation Counsel, until June 18, 
1937. 


Richmond B. 


People’s Counsel: 
Keech, until February 24, 1934; Wil- 
liam A. Roberts, from May 17, 1934, 
to November 1, 1936. 

Capital Transit Company: S. R. 
Bowen, and G. Thomas Dunlop. 


Federation of Citizens’ Associa- 
tions: William McK. Clayton. 
25 P.U.R.(N.S.) 


By the Commission: On August 
23, 1930, the Commission notified the 
Capital Traction Company, the Wash- 
ington Railway and Electric Com- 
pany, and the Washington-Interurban 
Railroad Company, predecessors in 
interest of the Capital Transit Com- 
pany, that it was about to commence 
the work of revaluing the properties 
of the companies, used and useful in 
furnishing transportation within the 
District of Columbia; and by Order 
No. 1523, dated July 16, 1936, gave 
notice of its intention to hold a for- 
mal public hearing relative to valua- 
tion of the properties of the Capital 
Transit Company (which had ac- 
quired the properties of said predeces- 
sors), used and useful for the con- 
venience of the public within the Dis- 
trict of Columbia. Between August, 
1930, and the issuance of said Order 
No. 1523, much of the valuation 
groundwork had been done by the 
Commission as to the properties of the 
company’s predecessors, namely, the 
Capital Traction Company, the Wash- 


182 





RE CAPITAL TRANSIT CO. 


ington Railway and Electric Com- 
pany, and the Washington Rapid 
Transit Company. Final valuations 
had not been determined because of 
the merger legislation pending and 
subsequently enacted by Congress, the 
subsequent acquisition by the Capital 
Transit Company of the properties of 
said predecessors pursuant to such 
legislation, and important changes of 
tracks, buildings, and other physical 
properties incident to unified opera- 
tion. The engineering and accounting 
studies of the transit properties were 
subsequently completed and presented 
in this case. 


Pursuant to statutory notice dated 
March 11, 1937, hearing was begun 
on April 12, 1937. The record of the 
hearing contains 3,270 pages of tran- 
script and 68 exhibits, one exhibit be- 
ing filed after the hearing closed in ac- 


cordance with a stipulation for that 
purpose. At the close of the hearing 
interested parties were afforded an op- 
portunity to submit briefs. Briefs 
were filed by counsel for the Commis- 
sion and counsel for the company. 
The Federation of Citizens’ Associa- 
tions was represented at the hearing 
by its counsel, Mr. William McK. 
Clayton, who requested and was 
granted an extension of time within 
which to file a brief; but no brief on 
behalf of the Federation was filed. 

The Capital Transit Company owns 
property in the state of Maryland, the 
value of which has not been ascer- 
tained by the Commission because it 
is not within its jurisdiction. 

The investigation by the Commis- 
sion has been conducted administra- 
tively, and every effort has been made 
to obtain all of the facts relating to 
the subject matter of the investigation. 
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A complete inventory of used and use- 
ful property was made, and there is 
substantial accord between the Com- 
mission’s and the company’s engineers 
as to inventory items and quantities. 

Since Smyth v. Ames (1898) 169 
U. S. 466, 42 L. ed. 819, 18 S. Ct. 
418, courts and Commissions, includ- 
ing this Commission, have recognized 
“historical” or original cost, cost of 
reproduction new, cost of reproduction 
less depreciation, working capital, 
present value of lands, and certain 
other elements as relevant facts to be 
considered in determining the value 
of public utility properties; and con- 
sideration of such facts and of the 
briefs filed herein has been given in 
this case. 


History of the Company 


The Capital Transit Company, 
hereinafter called the company, or the 
Capital Transit Company, is a corpo- 
ration incorporated September 28, 
1933, under general incorporation 
laws of the District of Columbia, pur- 
suant to an Act of Congress of Janu- 
ary 14, 1933, known as the Merger 
Act. It acquired, according to the 
provisions of said act, all of the trans- 
portation properties of said the Capi- 
tal Traction Company, the Washing- 
ton Railway and Electric Company, 
and the Washington-Interurban Rail- 
road Company, herein referred to col- 
lectively as the predecessors of the 
Capital Transit Company. The said 
predecessors had priorly acquired the 
properties constructed or acquired by 
numerous other companies and had 
constructed and acquired numerous 
structures, tracks, and items of equip- 
ment. Likewise, subsequent to its or- 
ganization, the Capital Transit Com- 
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pany constructed and acquired exten- 
sive transportation facilities, includ- 
ing buildings, tracks, cars, busses, and 
other items of equipment; and pursu- 
ant to orders of the Commission, and 
of its own initiative, consolidated, re- 
arranged, rehabilitated to an extent, 
retired from service in instances, and 
otherwise changed in material ways, 
the properties acquired from said 
predecessors. It continued to use as 
of the date of valuation, December 31, 
1935, most of the buildings, tracks, 
structures, and equipment acquired 
from said predecessors. 

A more detailed showing of the his- 
tory and acquisitions of the company 
and of its predecessors is given in Ap- 
pendix 1 of this order. 


Purpose of the Valuation 


This investigation has been con- 
ducted for the purpose of ascertain- 
ing, pursuant to the provisions of 
Pars. 6, 7, 8, and 9 of § 8 of the Act 
of Congress approved March 4, 1913, 
known as the Public Utility Act of the 
District of Columbia, the value as of 
December 31, 1935, of the property 
of the company within the District of 
Columbia “used and useful for the 
convenience of the public.” The value 
found in the findings and order is the 
value for rate-making purposes. 


Property of the Company 


As of December 31, 1935, the com- 
pany owned and operated a transpor- 
tation system in the District of Colum- 
bia and to an extent in adjacent parts 
of the state of Maryland. It also 
owned an amusement park, known as 
Glen Echo park, located wholly in 
Maryland, which it operated through 
a subsidiary, and considerable prop- 
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erty of miscellaneous character which 
was not used and useful in the service 
of the public as of valuation date. 

Its property in the District of Co- 
lumbia used and useful for the con- 
venience of the public consisted gen- 
erally of car tracks and their acces- 
sories, bridges, office buildings, car 
and bus shops, car houses and bus ga- 
rages, electrical distribution systems 
used in connection with operation of 
the cars, street cars, automobile buss- 
es, shop and electrical equipment, and 
miscellaneous machinery, tools, and 
equipment used for construction pur. 
poses and for maintenance and opera- 
tion of the system. 


A large part, 410,225 single track 
feet, of its tracks is of the under- 
ground trolley type, which lies gener- 
ally in the central areas of Washing- 
ton, and connected and used therewith 
are numerous switches, crossings, and 
curved tracks, referred to as special 
work layouts, totaling 61,053 feet of 
single track in length. The balance 
of its tracks, 256,363 feet of single 
track, is of the overhead trolley type 
and is located in the outlying areas of 
the District, including 83,249 feet of 
open or unpaved track on the Great 
Falls and Chesapeake Junction lines. 
Overhead trolley track special work 
represented 18,700 additional feet of 
single track length. 

As of valuation date, the company 
owned and used in the service of the 
public 683 passenger street cars of 
various ages and types, 74 service 
cars, 376 common carrier and sight- 
seeing busses, likewise of various types 
and ages, and numerous items, of roll- 
ing equipment used for construction 
and maintenance purposes. It also 
owned and used one office building, 10 
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car houses, 4 bus garages, 2 car and 
bus repair shops, 4 substation build- 
ings, and numerous miscellaneous 
buildings, located in various parts of 
the District, and most of which were 
constructed and used by the company’s 
predecessors and the predecessors of 
the latter as portrayed in Appendix 1. 
[Appendix 1 omitted. | 

Thus, the buildings and other 
structures were not planned, located, 
or constructed as parts of a single, or- 
ganized, homogeneous design or sys- 
tem, but to meet the needs or specifica- 
tions of the particular predecessor at 
the time of construction. The result 


has been that certain buildings, shops, 
car houses, and other structures de- 
signed and constructed originally for 
definite uses or purposes have been re- 
modeled or converted to uses and pur- 
poses for which they were not origi- 


nally designed. 

Further details as to the company’s 
transportation properties and facilities 
used and useful in the service of the 
public appear hereinafter in the dis- 
cussion of specific items. 


Elements of Value 


[1,2] Under the decisions of the 
Supreme Court of the United States, 
commencing with Smyth v. Ames, su- 
pra, the value of a public utility prop- 
erty for rate-making purposes is a 
judgment figure based upon considera- 
tion of all relevant facts. Minnesota 
Rate Cases (1913) 230 U. S. 352, 57 
L. ed. 1511, 33 S. Ct. 729, 48 L.R.A. 
(N.S.) 1151, Ann. Cas. 1916A, 18. 
Broadly, these facts are (1) the origi- 
nal cost of construction, (2) estimates 
of cost of reproduction new, (3) es- 
timates of cost of reproduction less 
depreciation, (4) present value of 
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lands, including value of rights used 
in public or private domain, (5) value 
of working capital actually invested 
and used and useful, embracing mate- 
rials and supplies and cash, (6) intan- 
gible elements of value, such as going 
concern value, (7) other elements, if 
any, of value. 


The property to be valued under 
the Commission’s applicable statute is 
that within the District of Columbia 
and “actually used and useful for the 
convenience of the public.” Property 
located without the District and not 
used and useful therein, and property 
within the District but not used and 
useful for the convenience of the pub- 
lic, form no part of the value base for 
rate making for the District of Colum- 
bia. 

The elements of value just enume- 
rated will be considered in order, as 
they relate to the property here under 
valuation. 


Historical Cost of Construction 


The testimony on this subject was 
presented principally by J. E. Heberle, 
vice president and comptroller of the 
company, for the company, and by B. 
M. Bachman, chief accountant of the 
Commission, for the Commission. 

It is admitted that the actual origi- 
nal cost of the properties under valu- 
ation cannot be determined, because 
of missing records of predecessor 
companies and because of the meth- 
ods of accounting employed in impor- 
tant instances. Ascertainment of ac- 
tual original cost is further obstructed 
by the reflection in the available prop- 
erty accounting records of retirements 
of property on different value bases 
by predecessors, including the Capi- 
tal Traction Company and the Wash- 
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ington Railway and Electric Com- 
pany. The witnesses, nevertheless, em- 
ploying wholly different procedures, 
developed and presented studies of 
“historical cost” of the properties. 
Heberle’s exhibit, as revised by him, 
states such historical cost to be $36,- 
078,516. This covers the company’s 
property within and without the Dis- 
trict of Columbia, without segrega- 
tion. Bachman’s figure is $28,032,- 
765 for used and useful property with- 
in the District of Columbia, and $437,- 
991 for property in Maryland. The 
two totals, however, are not compa- 
rable without explanation and adjust- 
ment, because Heberle includes large 
amounts for items which have no 
counterpart in Bachman’s figures. 
These are discussed later. 


The book cost of the property as of 
December 31, 1935, is shown in the 
record at $53,160,467 ; but this figure 
was not submitted by the company or 
its witness as representing either the 
original cost or the historical cost, for 
reasons obvious in the record. Heb- 
erle does not use it even as a starting 
point. His starting base is the find- 
ings of the Commission in 1919 with 
respect to historical cost in Orders 
Nos. 338 and 339 (P.U.R.1919F, 
779, 938) in the matter of the valua- 
tion of the properties of the Capital 
Traction Company, and the Washing- 
ton Railway and Electric Company 
and its subsidaries, as of July 1, 1914. 
Included in such findings was an 
amount for cash-working capital and 
material and supplies, which Heberle 
deducts because not applicable to De- 
cember 31, 1935. He then, briefly 
stated, makes certain adjustments, de- 
ducts retirements made since July 1, 
1914, and adds claimed net additions 
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to property by the company and its 
predecessors since that date. 

Specifically referred to in said or- 
ders are items of “development costs,” 
aggregating $3,309,827.54, “right. 
of-way costs” aggregating $872,720, 
loss on street cars in the amount of 
$130,633.47 abandoned by reason of 
an order by the Interstate Commerce 
Commission, bond discounts aggregat- 
ing $908,837.64, and organization ex- 
penses aggregating $599,797.47, 
Heberle includes these items at un- 
changed amounts in his claim and ex- 
hibit for historical cost as of Decem- 
ber 31, 1935. 

In this manner he derives his total 
of $36,078,516 as of December 31, 
1935. This latter amount excludes 
any allowance for cash-working capi- 
tal, and materials and supplies, which 
are discussed later under the heading 
Working Capital. It includes, how- 
ever, amounts for property in Mary- 
land, without segregation, as well as 
items aggregating $638,529 claimed 
as “franchise costs” incurred by the 
Capital Transit Company and its 
predecessor since July 1, 1914. Noth- 
ing material would be gained by at- 
tempting to recite step by step the de- 
velopment of Heberle’s total of $36.- 
078,516. It is believed that what has 
already been said shows substantially 
and with reasonable accuracy his 
process. 

Bachman’s study and exhibit state 
historical cost of the company’s prop- 
erty used and useful for the conven- 
ience of the public as of December 31, 
1935, to amount to $28,032,765.14 
for property in the District of Colum- 
bia, and $437,991.56 for the property 
in Maryland, these two amounts ag- 
gregating $28,470,756.70. His proc- 
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ess of determination of historical cost 
is wholly different from Heberle’s. 
His starting point is not the Com- 
mission’s findings in Orders Nos. 338 
and 339, supra, but the detailed inven- 
tory of the company’s property used 
by the Commission’s chief engineer, 
F, A. Sager, in developing his esti- 
mates of cost of reproduction, herein- 
after considered. (With minor ex- 
ceptions, hereinafter pointed out, the 
Sager and the company inventories are 
in agreement.) Bachman’s effort was 
to determine as nearly as practicable 
the historical cost of the inventoried 
property, and his process excludes 
consideration of abandoned and re- 
tired property, and of amounts ex- 
pended on franchises, rights of way, 
bridges, etc., no longer appertaining 
to or connected in use with the inven- 
toried properties. 

Briefly, his figure of $28,032,765 is 
the result obtained by applying to in- 
ventory units the actual original costs 
thereof shown on the company’s rec- 
ords of original entry where such rec- 
ords were available and so permitted, 
and by estimating the historical cost of 
the other units where the actual cost 
thereof could not be ascertained from 
company records because of nonavail- 
ability of records of original entry, or 
because of the insufficiency of the un- 
derlying data. In such estimates he 
made use where possible of the data 
set out in Orders Nos. 338 and 339, 
supra, as well as of all other obtain- 
able data deemed by him to be the 
most reliable for the purpose 

[3] His figure is thus a combina- 
tion of actual costs where obtainable 
and of estimated costs. It includes in 
toto certain right-of-way costs shown 
on the company’s records, because 
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there is no way of segregating such 
costs applicable to rights of way used 
from costs applicable to rights of way 
not owned or used as of valuation 
date. It excludes a group of cost items 
totaling $60,460 representing special 
assessments in connection with the 
widening of streets, the building of 
tracks and the laying of platforms 
other than those along the rights of 
way owned by the company, as well as 
other items totaling $175,782 repre- 
senting expenditures on bridges not 
owned by the company but used by it 
in connection with the operation of its 
property. Bachman called these ex- 
cluded items to the attention of the 
Commission for its judgment. The 
Commission believes they should be 
included in costs of property as costs 
of rights in public domain, and they 
will be so considered. 

Since Bachman attempts to ascertain 
the historical cost of inventory items 
only, he includes no amounts for any- 
thing not appearing, directly or indi- 
rectly, in the inventory. Thus, except 
to the extent hereinafter mentioned, 
Bachman includes nothing for the fol- 
lowing items included by Heberle: 

(1) “Development costs,” Orders 
Nos. 338 and 339 ($1,267,412 and 
$2,042,415 respectively) $3,309,827 

(2) “Franchise costs.” (Accord- 
ing to the company’s contention as 
shown by Exhibit No. 56, $872,720 
of such costs is in “historical cost” 
as found in said orders, p. 73, Order 
No. 338, pp. 96 and 164, Order No. 
339, and $638,529 thereof has been 
incurred by the company and its 
predecessors since July 1, 1914 .... 

(3) “Bond discount” included in 
historical cost as per said orders .. 

(4) Unrecovered portion of costs 
of street cars abandoned prior to 
1914, but included in historical cost 
per Order No. 338 

(5) “Organization expenses” (per 
company’s Exhibit No. 62) includ- 
ed in historical cost per Order No. 
339 


1,511,249 
908,837 


130,633 


599,797 
25 P.U.R.(N.S.) 
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[4] Item (1): Development costs. 
As already stated, Heberle includes in 
his determination of historical cost 
$3,309,827 representing claimed devel- 
opment costs as found by the Commis- 
sion in said Orders Nos. 338 and 339, 
supra, as of July 1, 1914. The make- 
up of such costs is shown on pages 32 
and 34 of Order No. 338 and pages 
57,72, and 77 of Order No. 339. They 
represent expenditures by predecessors 
more than thirty years ago, and re- 
late generally to property long since 
abandoned, destroyed, or retired, and 
to experiments respecting methods and 
instrumentalities of operation. None 


of the expenditures relates to items ex- 
istent or used as of December 31, 
1935. Included in the $3,309,827 are 
such items as $448,222 representing a 
power house destroyed by fire in 1897, 
concerning which the Commission in 


Order No. 338 took “a liberal view of 
the matter” and allowed it as a devel- 
opment loss, $61,230 “representing 
losses in connection with the aban- 
donment of the Seventh street cable 
power house,” and a large amount ex- 
pended experimentally on the Love 
Underground Electric Conduit Sys- 
tem, later abandoned. 

Orders Nos. 338 and 339, supra, 
were entered without benefit of the 
decision in Galveston Electric Co. v. 
Galveston, 258 U. S. 388, 66 L. ed. 
678, P.U.R.1922D, 159, 42 S. Ct. 351. 
Moreover, a reference to the sentence 
at the top of page 87 of Order No. 
338 shows clearly that if the Commis- 
sion, as then constituted, had there 
found that past earnings had been 
sufficient to amortize the so-called de- 
velopment costs, it would have given 
the item no standing in the finding of 
value. Counsel for the company in 
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the pending case states his theory to 
be: “So far as development costs are 
concerned, to the extent that they rep- 
resent property of which the company 
has been deprived of the use through 
governmental authority and not be- 
cause of its own economic circumstan- 
ces and will, they should be amortized 
through rates as every other element 
of depreciation and your obsolescence 
items should be amortized through 
rates.” But he contends, until they 
are so amortized, they should stay in 
the rate base. 

The position of counsel and the 
company ignores the patent facts that 
past losses, no matter how incurred, 
are not “property”; that past losses 
cannot be capitalized as part of the 
rate base, Galveston Electric Co. vy. 
Galveston, supra; Georgia R. & Pow- 
er Co. v. Georgia R. Commission, 262 
U. S. 625, 67 L. ed. 1144, P.ULR. 
1923D, 1, 43 S. Ct. 680, and that un- 
der the statute applicable to the Dis- 
trict of Columbia only “property” 
used and useful for the public con- 
venience at the time of valuation can 
be included in value. By no stretch 
of the imagination can the power house 
destroyed by fire in 1897, or the aban- 
doned Seventh street cable power 
house, or the money expended on the 
Love system later abandoned, or on 
any of the other items included in the 
total, be considered as “property,” and 
certainly not as property used and use- 
ful for the convenience of the public 
as of December 31, 1935. 

The Commission hereinafter, under 
the heading of Franchise or Right-of- 
Way Costs, discusses the mandate un- 
der which it is proceeding in this case, 
and its analysis and conclusions there 
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stated as to the law and its application 
apply here. 

The Commission concludes that the 
question of the possibility of amorti- 
zation through past earnings of the 
company and its predecessors of the 
development costs here and in Orders 
Nos. 338 and 339, supra, under con- 
sideration, is not before the Commis- 
sion in this case, where it is valuing 
the property “actually used and use- 
ful for the convenience of the public” 
as of December 31, 1935. The Com- 
mission adds that if the question were 
germane here evidence and cogent rea- 
sons could be adduced that the com- 
pany’s predecessors could and should 
have amortized all of the so-called de- 
velopment costs or losses long before 
the merger in 1933; because deprecia- 
tion, including unretrieved investment 
on retired or abandoned property, 
comes before return on investment. 
“Before coming to the question of 
profit at all »” Knoxville v. 
Knoxville Water Co. (1909) 212 U. 
S. 1, 13, 53 L. ed. 371, 29 S. Ct. 148. 
And in the 1914 case, Order No. 338, 
supra, the Commission found that the 
predecessor had earned “about 6 per 
cent on its investment” over the pe- 
riod 1895-1917 after charging against 
income “a reasonable sum for depre- 
ciation.” The record indicates also 
that similar amortization could have 
been accomplished between 1917 and 
1933. However that may be, the 
Commission concludes that no part 
of the $3,309,827 is “property” used 
and useful in the public service as of 
December 31, 1935. Consequently, 
the item has no place in the statement 
of historical cost of such property. 
Nor has it status in, or in connection 
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with, any other element of value in 
this case. 

[5-8] Item (2): Franchise, or 
right-of-way costs. Heberle does not 
include item (2) specifically, but since 
his starting point is the Commission’s 
findings in Orders Nos. 338 and 339, 
supra, and since, according to Exhibit 
No. 56 and the testimony of company 
witness William B. Bennett, said or- 
ders include such costs in the amount 
of $872,720, and the company has in- 
curred similar costs of $638,529 since 
July 1, 1914, it is assumed that the 
total thereof is included (buried) in 
Heberle’s figures. Bachman includes 
in his figure, in the track and way ac- 
counts, only that part of such costs as 
relates to inventoried track, thus auto- 
matically eliminating all similar costs. 
embraced in said orders and in Heb- 
erle’s figures, relating to track no long- 
er used. 

According to the testimony of the 
company’s witness, $172,475 of the 
$1,511,249, constituting item (2), re- 
lates to expenditures in Maryland, 
$38,475 to track in the District of Co- 
lumbia no longer used, $608,267 to 
tracks or bridges on streets no longer 
used for street car operation but over 
which the company operated busses as 
of valuation date, and the balance of 
$692,032 to tracks and bridges now in 
use for street car operation. Of the 
aggregate, the sum of $872,720 was 
allowed in Orders Nos. 338 and 339, 
supra, $141,409 represents amounts 
paid by the Washington Railway and 
Electric Company and the Capita! 
Traction Company between 1914 and 
the date of the merger in 1933, and 
$497,120 represents amounts paid by 
the Capital Transit Company since the 
merger. This latter amount includes 
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3 items totaling $201,958, shown on 
Exhibit No. 56 as “Land dedicated— 
net proceeds.” The company’s witness 
testified that the amount is the differ- 
ence “between the 1931 valuation of 
this land that was turned over to the 
public use and the damages awarded.” 
Exhibit No. 67, introduced by the com- 
pany, shows that the awards were in 
condemnation cases. It is the law that 
in arriving at the award or the amount 
of damages in such cases, benefits ac- 
cruing to the person receiving the 
award must be offset against the value 
of the thing “taken.” The “net pro- 
ceeds,” the award, is the compensation 
for the property taken for public use; 
“. this compensation is secured 
if the individual receive an amount 
which, with the direct benefits accru- 
ing, will equal the loss sustained by 
the appropriation.”” Bauman v. Ross 
(1897) 167 U. S. 548, 581, 42 L. ed. 
270, 17 S. Ct. 966. It must be as- 
sumed, therefore, that the company re- 
ceived full compensation in the awards 
in the condemnation cases referred to; 
and it would be improper to include in 
this valuation as right-of-way costs or 
otherwise anything for the land con- 
demned (“dedicated’’), when the com- 
pany has already by law secured full 
compensation therefor. 


In Order No. 339, page 164, supra, 
the Commission expressly and correct- 
ly stated that such right-of-way costs 
should not be considered as elements 
of cost of reproduction. It held, how- 
ever, that such costs “should remain 
as intangible items to be considered in 
the finding of fair value.” The Com- 
mission believes the matter requires 
further consideration. 

The mandate of the statute under 
which the Commission is acting is that 


the Commission shall value the “prop- 
erty” of the utility “actually used and 
useful for the convenience of the pub- 
lic’ (Par. 7). The word “property” 
embraces both tangibles and intangi- 
bles, but not equities or rights falling 
outside of the category of property as 
defined by law. Furthermore, the 
property to be included in the value 
found must actually be both “used” 
and “useful” for the convenience of 
the public. Thus, the test of the in- 
clusions is furnished by the statute it- 
self: First, is the item claimed “prop- 
erty,’ and second, if it is, then is it 
used and useful for the convenience 
of the public? The statutory test thus 
automatically eliminates everything 
not having the qualities of property, 
and even owned property, unless both 
used and useful for the public con- 
venience. 


Franchises are usually classified as 
property, and continuing rights of way 
in and over public streets granted for 
a valuable consideration as of the na- 
ture of property. But a grant on a 
certain street is limited to that street 
and to the purpose specified. It is sub- 
ject to expiration by time limitation, 
nonuse, or abandonment, and when 
terminated or ended for any cause its 
character as property ceases. But even 
if a particular grant or franchise not 
used as of valuation date could be 
deemed to continue in ownership, sub- 
ject to an indefinite future use, it could 
not be included in value under the stat- 
ute because not used and not useful in 
the public service as of the time of 
valuation. See also, Brooklyn Union 
Gas Co. v. Prendergast (1925) 7 F. 
(2d) 628, 664, P.U.R.1926A, 412; 
Idaho Power Co. v. Thompson, 19 F. 
(2d) 547, 560, P.U.R.1927D, 388. 
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The Commission does not hold, 
however, that a franchise or right-of- 
way grant to a street railway company 
to use a street for public transporta- 
tion purposes, though the language 
employed restricts the franchise or 
grant to the construction of tracks and 
the operation of cars thereover, is re- 
voked or ended by a change in the 
method or mode or instrumentality of 
such transportation, e.g., from cars to 
busses. The essence of the grant is 
the right to operate for hire public ve- 
hicles on such street, and it, in the 
Commission’s opinion, carries with it, 
by implication, the right to change and 
improve reasonably as the art or mode 
of public transportation of the kind 
contemplated changes and improves, 
particularly where the utility is sub- 
ject, as in the District of Columbia, to 
regulatory direction and control as to 
kind, quantity, and instrumentality of 
service to be rendered the public. 

In this valuation, where franchise 
or right-of-way rights are included in 
value by the Commission, they are in- 
cluded at their cost to the acquiring 
company at the time of their acquisi- 
tion, provided such cost is ascertain- 
able from the record. This principle 
accords with the holding of courts and 
Commissions in such cases. See Man- 
ufacturers R. Co. v. United States 
(1918) 246 U. S. 457, 496, 62 L. ed. 
831, 38 S. Ct. 383; Gilchrist v. Inter- 
borough Rapid Transit Co. 279 U S. 
159, 210, 73 L. ed. 652, P.U.R.1929B, 
434, 49 S. Ct. 282; Georgia R. & Pow- 
er Co. v. Georgia R. Commission, 262 
U. S. 625, 67 L. ed. 1144, P.ULR. 
1923D, 1, 43 S. Ct. 680, and West- 
inghouse Electric & Mfg. Co. v. Den- 
ver Tramway Co. (1924) 3 F. (2d) 
285, 299, P.U.R.1925B, 156; Re 
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Texas Midland R. Co. (1918) 75 
Inters. Com. Rep. 1, 173; Re San 
Pedro, L. A. & S. L. R. Co. (1923) 
75 Inters. Com. Rep. 463, 500; Re 
Fort Street Union Depot Co. (1925) 
97 Inters. Com. Rep. 663; Re Man- 
chester & O. R. Co. (1925) 103 In- 
ters. Com. Rep. 1; Re Central R. Co. 
(1929) 149 Inters. Com. Rep. 659, 
665; and Re New York C. R. Co. 
(1929) 27 Val. Rep. 1, 59. 

As stated in the dissenting opinion 
of Mr. Justice Brandeis, in United R. 
& Electric Co. v. West, 280 U. S. 234, 
256, 74 L. ed. 390, P.U.R.1930A, 
225, 233, 50 S. Ct. 123: 


“In determining whether a pre- 
scribed rate is confiscatory under the 
Federal Constitution, franchises are 
not to be included in valuing the plant, 
except for such amounts as were actu- 
ally paid to the state, or a political sub- 
division thereof, as consideration for 
the grant. Cedar Rapids Gas Light 
Co. v. Cedar Rapids (1912) 223 U. 
S. 655, 669, 56 L. ed. 594, 32 S. Ct. 
389; Des Moines Gas Co. v. Des 
Moines, 238 U. S. 153, 169, 59 L. ed. 
1244, P.U.R.1915D, 577, 35 S. Ct. 
811; Galveston Electric Co. v. Galves- 
ton, 258 U. S. 388, 396, 66 L. ed. 678, 
P.U.RAiS22D,. 159, 42° S. Ce 351; 
Georgia R. & Power Co. v. Georgia 
R. Commission, 262 U. S. 625, 632, 
67 L. ed. 1144, P.U.R.1923D, 1, 43 
S. Ct. 680. Franchises to lay pipes 
or tracks in the public streets, like fran- 
chises to conduct the business as a cor- 
poration, are not donations to a utility 
of property by the use of which profit 
may be made. They are privileges 
granted to utilities to enable them to 
employ their property in the public 
service and make profit out of such 
use of that property. As stated in the 
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New Hampshire statute, ‘all such 
franchises, rights, and privileges being 
granted in the public interest only’ are 
‘not justly subject to capitalization 
against the public.’ ” 

Applying these principles, the Com- 
mission concludes that the company 
and its predecessors expended for 
franchises or rights of way used and 
useful for the convenience of the pub- 
lic as of December 31, 1935, the sum 
of $1,189,450. This amount is in- 
cluded in the valuation as costs of 
property as costs of rights in public 
domain. The amount of $1,189,450 


has been determined as nearly as prac- 
ticable from the data of record, and is 
subject to change in future proceed- 
ings if further facts or additional data 
show such change should be made. 


[9,10] Item (3): Bond discount. 
This item constitutes $908,837 of the 


Heberle total for historical cost. It is 
included in the exact amount found in 
Orders Nos. 338 and 339, supra. 
Analysis of Order No. 339 shows that 
$214,114.38 thereof represents ‘dis- 
count on the company’s consolidated 
mortgage bonds.’”’ The company re- 
ferred to in the quotation was the 
Washington Railway and_ Electric 
Company. This discount appears 
therefore to relate to bonds not issued 
for original construction, but for re- 
financing or consolidating purposes. 

The Commission recognizes, of 
course, that it is not considering the 
investment accounts of the company, 
but is seeking to determine the origi- 
nal cost of construction of the existing 
used and useful properties. The in- 
vestment or capital accounts may con- 
tain items or entries which, within the 
principles announced in the decisions 
of New York Edison Co. v. Maltbie 


(1936) 271 N. Y. 103, 18 PUR. 
(N.S.) 143, 2 N. E. (2d) 277; Peo- 
ple ex rel. Iroquois Gas Corp. v. Pub- 
lic Service Commission (1934) 264 
N. Y. 17, 2 P.U.R.(N.S.) 448, 189 
N. E. 764, and American Teleph. & 
Teleg. Co. v. United States (1936) 
299 U. S. 232, 81 L: ed. 142,16 
P.U.R.(N.S.) 225, 57 S. Ct. 170, may 
not be required to be stricken from 
such accounts or to be transferred to 
reserve accounts, because “a corpora- 
tion cannot be compelled to make en- 
tries upon its books calculated to con- 
ceal . . . relevant facts,” or “be 
required to show a loss on the books 
when none has been suffered. . . .” 
But that is quite different from the 
proposition that all items properly in 
the capital or investment accounts must 
be reflected in a value determination 
of original cost or historical cost of 
property existing and used and useful 
as of a particular valuation date. It is 
doubtful if there is in Commission or 
court decisions a considered case hold- 
ing that investment account and orig- 
inal cost are the same thing. Mani- 
festly, they are not. The company in 
this case clearly recognizes the distinc- 
tion, otherwise it would be claiming 
the $53,160,467 shown on its books 
in capital accounts as of December 31, 
1935, as the historical cost of its pres- 
ently used and useful properties. 
Therefore, the Commission feels war- 
ranted and compelled by existing law 
to exclude from its historical cost de- 
terminations in this case items such as 
bond discount, etc., unless they are 
constituents of actual original cost of 
property used and useful as of valua- 
tion date. 


All corporate bonds are not issued 
for construction purposes. Some are 
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issued for the furnishing of funds to 
pay operating costs, some for purposes 
of refinancing or refunding bonds is- 
sued at prior dates for construction or 
for general corporate purposes, or 
both, and some, as already pointed out 
in this case, for consolidation purpos- 
es. 

The bond discount involved herein 
occurred prior to 1914. The record 
does not establish that the bonds to 
which the discount related, or any of 
them, were issued for the construction 
of any of the used and useful proper- 
ty here under valuation. In fact, the 
record shows that at least a substan- 
tial portion of them was not for con- 
struction at all, but merely for consol- 
idation of prior mortgage bonds. 
Some of such consolidated bonds may 
have been issued for construction pur- 
poses, and may have suffered a dis- 
count; the record does not show the 
facts. Certainly, under any proper 
theory of valuation a pyramiding of 
bond discount could not: be considered 
in a determination of original cost of 
existing property. 

For reasons given, and for others 
indicated in the Commission’s Ordet 
No. 1341, Re Washington Gas-light 
Co. (D.C. 1935). 11 P.U-R.(NS:) 
119, the Commission concludes that 
no part of the $908,837.64 bond dis- 
count here under consideration, should 
be included in historical cost of the 
property of the company used and 
useful for the convenience of the pub- 
lic as of December 31, 1935. 

[11] Item (4): Unrecovered por- 
tion of cost of street cars abandoned 
prior to 1914. This item, in the amount 
of $130,633.47, applies to cars aban- 
doned as the result of an order of the 
Interstate Commerce Commission for- 
[13] 
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bidding the use of single-truck cars 
(Order No. 338, p. 30, supra). It 
relates to property long since out of 
public service and not in any way to 
property used and useful as of De- 
cember 31, 1935. Therefore, it has 
no place in the determination of any 
value element of the latter. In Re 
San Pedro, L. A. & S. L. R. Co. 
(1923) 75 Inters. Com. Rep. 463, 
473, the Interstate Commerce Com- 
mission held that a line of railroad 
destroyed by flood and relocated at a 
higher level must come out of the in- 
vestment account in a valuation case 
because not property presently devot- 
ed to public use. 

[12] Item (5): Organization ex- 
penses. This item constitutes $642,- 
787.95 of the Heberle total for his- 
torical cost and is $599,797.47 in ex- 
cess of the $42,990.48 included for 
organization expenses by Bachman in 
his total for historical cost. 

The $599,797.47 included by Heb- 
erle is the exact amount found in Or- 
der No. 339, supra. The record shows 
that it represents expenditures by 
predecessors many years ago relating 
generally to reorganizations, consoli- 
dations, or mergers. A pyramiding 
of such expenses certainly cannot be 
considered in a determination of orig- 
inal cost of existing property. Heb- 
erle and Bachman are in agreement 
as to the inclusion of the remaining 
$42,990.48 of organization expenses 
in their historical cost figures, this 
amount relating to expenses incurred 
in connection with organizing the 
Capital Transit Company itself in 
1933. 

Result of exclusion of Items (1), 
(2), (3), (4), and (5). The total of 
these 5 items in Heberle’s figure of 
25 P.U.R.(N.S.) 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


$36,078,516 is $6,460,343, and if the 
latter be deducted from the former 
figure, the remainder becomes $29,- 
618,173, which compares generally 
with Bachman’s computation of $28,- 
470,756, except that the latter, as here- 
inabove stated, includes amounts (ap- 
proximately $184,621), representing 
costs of right-of-way rights in public 
domain relating to presently used 
tracks. The difference between the 
determinations of Heberle and Bach- 
man, as thus adjusted, is about 4 per 
cent. Considering the different angles 
of approach, this closeness of result 
is surprising. It is probable that the 
greater portion of the difference is 
due to Heberle’s inclusion of the cost 
of certain tracks that had been aban- 
doned on valuation date, and the cost 
of park and resort property (located 
in Maryland), items not included in 
the inventory of used and useful prop- 


erty and therefore not included in 
Bachman’s figure. 


The actual original cost of property 
of the company used and useful as of 
December 31, 1935, being not ascer- 
tainable, for reasons hereinabove giv- 
en, the Commission is under the ne- 
cessity of determining which of the 2 
figures, Heberle’s or Bachman’s, or 
either modified, is to be accepted as 
representing the historical cost of such 
property as of that date. 

[13] The Commission believes the 
Bachman figure, adjusted to include 
any omitted costs for rights of way 
in public domain, is the more accurate. 
It is, as stated in prior parts of this 
order, based on the inventory and re- 
lates therefore to the used and useful 
property as of valuation date. Heb- 
erle’s figure, on the other hand, has 
as its starting point a figure deter- 


mined more than twenty years ago, 
relating to property then existing but 
much of which has since been retired 
or abandoned, the retirements having 
been made on a number of bases, but 
few, if any, on the basis of the figures 
at which the items retired or aban- 
doned were included in the historical 
cost findings in Orders Nos. 338 and 
339, supra. 

Furthermore, Heberle does not 
vouch for the accuracy of his base or 
starting point figures as applying to 
the property used and useful in 1935, 
He testifies that he merely uses them 
as his starting point, taking them bod- 
ily from Orders Nos. 338 and 339, 
supra. The Commission, of course, 
is not here criticizing the figures of 
said orders so used as a base, but it 
believes they should not be accepted 
and used as a base for a determination 
such as required by the statute unless 
it be established that retirements and 
abandonments of property included in 
such figures have been reasonably, 
properly, and fully accounted for and 
that the remainder represents the orig- 
inal or historical cost of property 
“actually used and useful for the con- 
venience of the public” as of Decem- 
ber 31, 1935. 

Conclusion. After careful consid- 
eration of the record, the Commission 
concludes and finds the historical cost 
of the property of the Capital Transit 
Company used and useful for the con- 
venience of the public in the District 
of Columbia, as nearly as practicable 
as such cost may be ascertained from 
the record, to be $29,037,594,' as of 
December 31, 1935. 

1], Includes substation equipment and build- 
ings in which used, also high-tension cables 


and conduit lines for them, owned by the 
Capital Transit Company but operated by the 
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[14] Depreciation, with respect to 
historical cost. While original or his- 
torical cost is a fact and as such is sub- 
ject to no deduction, it represents 
property which has depreciated, and, 
in determining value on any base, de- 
preciation must be given consideration 
and weight. Knoxville Water Case 
(1909) 212 U. S. 1, 53 L. ed. 371, 29 
S. Ct. 148. Assuredly, if original cost 
were the only cost element presented 
in the record, value could not be based 
thereon unless consideration were giv- 
en to depreciation accrued in the prop- 
erty as of valuation date. And the 
fact that, in addition to original cost 
or historical cost figures, the record 
contains estimates of cost of repro- 
duction new does not alter the prin- 
ciple. The fact remains that the prop- 
erty is depreciated with relation to the 
historical cost figure the same as with 
relation to the estimate of cost of re- 


production new. Therefore, in cases 
where original or historical cost is to 
be given consideration as an element 
of value, the depreciation of the prop- 
erty with relation to such cost must 


also be given consideration. An ex- 
tended discussion on depreciation with 
respect to original cost, with an elab- 
orate review of decided cases, is found 
in Re Excess Income of Richmond F. 
& P. R. Co. (1931) 170 Inters. Com. 
Rep. 451, 468. See also United States 
v. Ludey (1927) 274 U. S. 295, 71 
L. ed. 1054, 47 S. Ct. 608. 

The evidence on depreciation in the 
company’s property as of valuation 
date was presented by witnesses Wil- 





Potomac Electric Power Company for the 
distribution of electric power used by the 
Capital Transit Company. 

_2. Includes equipment used for transporta- 
tion in Maryland, for which allocation has 
been estimated and shown in Final Value 
paragraph of this order. 
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liam B. Bennett for the company and 
F. A. Sager for the Commission. 
Their bases will be discussed herein- 
after. Bennett shows the physical 
property, exclusive of land, to have 
depreciated compositely at least 30 
per cent, as compared with his esti- 
mate of cost of reproduction new, 
while Sager shows about 52 per cent 
depreciation as compared with his cost 
new figures. It is clear, therefore, 
that a substantial figure for deprecia- 
tion must be given weight in determin- 
ing value on any cost base or combina- 
tion of cost bases. Thus, assuming 
for the purpose Bennett’s estimate of 
70 as the composite condition per cent 
of all property of the company in the 
District of Columbia and Maryland, 
including land, and applying it to 
Heberle’s total of $36,078,516 for all 
property, there is obtained $25,254,- 
961 to represent historical cost less 
depreciation of such property. In- 
cluded in the first figure is $3,309,827 
for development costs which, as here- 
inbefore held, have no place in this 
valuation, and $1,195,354 representing 
property in Maryland. The elimina- 
tion of these items would reduce the 
first figure to $31,573,335 and the sec- 
ond to $22,101,334. All of these fig- 
ures are materially less than Bennett’s 
comparable figures of $51,701,940 for 
cost of reproduction new, and $38,- 
184,569 for cost of reproduction less 
depreciation, for all property in the 
District of Columbia and Maryland, 
and $50,068,930 and $36,908,485, re- 
spectively, for property in the District 
of Columbia only, including $5,074,- 
461 for franchise and development 
costs. 

These matters have been given 
consideration in the Commission’s 
25 P.U.R.(N.S.) 
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determination of value hereinafter 


fixed. 


Cost of Reproduction New 


[15] The reproduction theory as- 
sumes nonexistence of the property in- 
volved in the reproduction estimate, 
except for inventory purposes, and the 
reproduction of the existing property 
at its existent locations, under present 
topographical and other conditions. It 
does not assume reproduction under 
conditions as they were when the prop- 
erty was originally constructed. The 
assumption stated accords with the de- 
cisions of courts and Commissions 
alike. For example, the Interstate 
Commerce Commission assumes 


“cc 


that a railroad actually being 
operated is conceived of as nonexist- 
ent and then theoretically brought into 
existence by a succession of steps well 


known to competent engineers” ; that 
the term “cost of reproduction” means 
“the cost of reproducing under present 
conditions the existing property of the 
carrier without computing deprecia- 
tion.” Re Texas Midland R. Co. 
(1918) 75 Inters. Com. Rep. 1, 14— 
16. See also Cedar Rapids Gas Light 
Co. v. Cedar Rapids (1912) 223 U. 
S. 655, 56 L. ed. 594, 32 S. Ct. 389; 
Des Moines Gas Co. v. Des Moines, 
238 U.S. 153, 59 L. ed. 1244, P.U.R. 
1915D, 577, 35 S. Ct. 811; New York 
Teleph. Co. v. Prendergast (1929) 36 
F, (2d) 54, 63, P.U.R.1930B, 33; Re 
New York, P. & N. R. Co. (1925) 
97 Inters. Com. Rep. 273, 300; Re 
Atchison, T. & S. F. R. Co. (1927) 
127 Inters. Com. Rep. 1, 65. 

On page 22 of the company’s brief 
in this case it is stated that its witness 
Bennett assumed, in preparing his es- 
timate of cost of reproduction, “that 
25 P.U.R.(N.S.) 


the property would be reproduced un. 
der physical conditions substantially as 
it was historically produced” ; and on 
page 2648 of the record Bennett says 
that “. the construction of a 
system such as this in the city of 
Washington would require going into 
the street and doing what was actually 
the kind of things that were done when 
the property was built.” The Commis- 
sion believes this assumption of his- 
torical physical conditions and of the 
doing of the “kind of things that were 
done when the property was built” to 
be erroneous, and that it results in im- 
portant instances in erroneous results 
in the Bennett estimate. The proper- 
ty to be theoretically reproduced and 
its location are definitely known in all 
aspects and characteristics at the time 
of the valuation, and therefore it is 
not necessary to speculate or conjec- 
ture as to either ; neither is it necessary 
to make surveys to determine where 
the tracks, the buildings, or other 
structures are to be placed, nor plans 
to determine the size, capacity, archi- 
tecture, characteristics, or kind of 
buildings and structures to be repro- 
duced. Alternatives or historical con- 
ditions or processes are not involved 
in a reproduction estimate of a defi- 
nitely known and precisely located 
property. 

The estimates of cost of reproduc- 
tion were produced by witnesses Ben- 
nett for the company and Sager for 
the Commission. For property used 
and useful in the District of Colum- 
bia, exclusive of land, Bennett’s esti- 
mate is $41,390,040, and Sager’s, 
$36,148,630. Exclusive of overheads, 
the estimates are $35,796,275 and 
$33,753,007, respectively, a difference 
of 5.71 per cent. For overheads, the 
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respective estimates are $5,593,765 
and $2,395,623, a difference of 133.5 
per cent of Bennett’s estimate over 
Sager’s. Thus the difference on over- 
heads alone is $1,154,874 (or 56.5 
per cent) more than the total differ- 
ences on all other accounts combined. 
It is accounted for mainly in the vari- 
ant methods and periods assumed by 
the two witnesses for theoretical re- 
production of the property, and by 
Bennett’s inclusion in his overheads 
of large amounts for items for which 
Sager has no counterparts. All of this 
is considered and developed. 

Of the difference of $2,043,268 in 
the accounts other than overheads, 
$1,578,653 (77.3 per cent) is in the 
track accounts, $981,446 being in tan- 
gent track and $597,207 in special 
work, $168,887 (8.3 per cent) in 
structures, $317,806 (15.6 per cent) 


in electrical distribution system, and 


the balancing figures, plus and minus, 
are in miscellaneous other accounts. 
On rolling stock, the estimates are 
very close, Sager’s exceeding Ben- 
nett’s by $34,621, on about $14,200,- 
000 of cars and busses. 


Certain adjustments should be made 
in Sager’s estimate to take care of 
his recommendations at the hearing 
and of inclusions called for by the 
record. These will be made. They 
total $176,899 and are discussed here- 
inafter. 

The inventory differences between 
Bennett and Sager are comparatively 
small. They are comprised mainly of 
the following items: (1) certain sub- 
station equipment in substations 12-A 
and 30, (2) a stone crusher, (3) a 
boring mill, (4) the Bennings race- 
track siding, including bridge No. 24, 
(5) certain shop equipment. All of 
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these items are included by Bennett, 
but not by Sager, as used and useful 
property. In addition, Sager includes 
as used and useful property, and Ben- 
nett, in cost of franchises, the Monroe 
street and Benning road bridges, and 
Bennett includes as used property the 
Deane avenue bridge across the rail- 
road, which Sager omits from his es- 
timates for reasons later discussed 
herein. 

Except for the items just mentioned 
and a few minor items on steel poles, 
the inventories used by Sager and 
Bennett in their respective estimates 
are in accord. 


Before discussing the difference in 
the various divisions and accounts of 
the respective estimates of cost of re- 
production new, the general programs 
of organization and construction and 
methods of pricing assumed by the 
two witnesses should be briefly stated, 
since differences in these assumptions 
have material effect on the respective 
estimates. 

Bennett assumes that, after the in- 
ception of the project in the minds of 
the promoters, a period of one year 
would be required for “preorganiza- 
tion” activities, prior to active work 
in connection with construction. He 
assumes this would be followed by a 
year for construction organization and 
planning, and then by 3.5 years for 
actual work of construction; 5.5 years 
in all. Of the 3.5 years assumed for 
actual construction, the first 1.5 years 
are allowed for construction before 
any lines are put into operation, then 
another year for construction of the 
next group of lines, and a third year 
for construction of the remaining 
lines. Underground tangent track 
dominates the construction period; 
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and Bennett assumes the construction 
of such track at the rate of 450 single 
track feet per day, and that there 
would be 250 working days per year 
for the 3.5-year period. 


Sager assumes “single impulse” 
construction of the property, that each 
item and piece of property is known 
in all its phases and characteristics and 
that it would be reproduced at its exact 
location as of-December 31, 1935. He 
assumes the organization of the com- 
pany and includes an amount therefor. 
That upon its organization the compa- 
ny is ready to proceed; that it then 
“is in a position to reproduce this 
property and does not have to design 
or study what property is to be re- 
produced,” as that is already known; 
that the first thing the company does 
is to find out what the inventory of 
the property is, then to make blue- 
prints of this property “in order that 
these blueprints and_ specifications 
which define this property which is 
here may be turned over to the con- 
tractors.” Sager thus starts with a 
company organization, a _ definite 
knowledge of the property, of each 
item thereof, and of its exact location; 
and he sees no reason for surveys or 
investigations to determine the kind 
of property to be reproduced or the 
locations where the property is to be 
placed, because the reproduction the- 
ory assumes the reconstruction of the 
property at its definitely known loca- 
tions, and does not assume surveys, 
conferences, estimates, and plans to 
determine whether the existing prop- 
erty or some alternative property is to 
be reproduced at present locations or 
at some other locations. He thus 
omits the period allowed by Bennett 
for what Bennett calls preorganization 


activities and also the period immedi. 
ately prior to construction for which 
Bennett allows one year for what he 
calls organization and construction 
planning. 

Sager assumes a total period of 3 
years after the organization of the 
company for complete construction of 
the property. He assumes, as does 
Bennett, that the first 1.5 years after 
construction commences would pro- 
duce certain lines ready to be cut into 
operation. He assumes further that 
the other lines would be cut into opera- 
tion at intervals of 4 to 6 months as 
finished, and that the entire property 
would be completed by the end of the 
3-year period. This period is based 
on the assumption that 480 feet of un- 
derground trolley track would be con- 
structed per day and that there would 
be 280 working days per year over 
the 3-year period. This estimate com- 
pares with Bennett’s of 450 feet of 
track per day for 250 days per year 
over 3.5 years. 


Bennett assumes that the company 
would buy and furnish f. 0. b. Wash- 
ington, all materials, and, by contract, 
let the labor of construction of over- 
head and underground trolley track 
and overhead trolley track structure 
to a “labor contractor,” and the con- 
struction of buildings to a “general 
contractor.” All cars, busses, and 
other equipment are assumed by him 
to be purchased and installed direct by 
the company. 

Sager assumes, the same as Ben- 
nett, that all cars, busses, and other 
rolling stock, shop machines, tools and 
equipment, and office furniture would 
be purchased and installed direct by 
the company. 

Sager’s assumptions as to the em- 
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ployment of contractors in the con- 
struction program differ in particulars 
from Bennett’s. Sager assumes that 
the track and track special work, the 
electrical distribution system, the sub- 
station equipment, and certain other 
items would be let by contract to a 
general contractor “who would take 
the plans and specifications furnished 
him by the company and proceed 
with the construction and deliver to 
the company the completed job.” With 
respect to buildings and structures, he 
assumes that a contract therefor would 
be let to a building contractor who 
would get contractor’s percentages. 
In addition, architect’s fees on build- 
ings are included in the Sager esti- 
mate. 

In pricing construction materials, 
Bennett obtained quotations from 
manufacturers and dealers which he 
considered along with prices actually 


being paid by the company for similar 


materials. To prices for materials 
f. o. b. Washington, he added 6 per 
cent to cover purchasing and stores ex- 
pense, the latter including, in addition 
to haulage to the storage yard and 
handling therein, loading on the truck 
in the storage yard for haulage to the 
job. 

Sager’s method of pricing was sim- 
ilar to Bennett’s though he used quot- 
ed prices only if they checked with 
the prices paid by the company for like 
materials. In his checking processes, 
he gave weight to the differences, 
where they occurred, in price levels 
between the dates of the actual pur- 
chases and the date of valuation. In 
short, he testified that the quoted pric- 
es were tested before being applied to 
make sure that they appeared reason- 
able by comparison with the experi- 
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ence prices of the company when 
trended to December 31, 1935. If 
they were not, the latter were used in 
his estimates. In only a few instan- 
ces, however, were the quoted prices 
rejected, the main one being with re- 
spect to track special work, hereinaft- 
er considered under that head. 

In addition to material prices so 
determined and applied, Sager includes 
stores expense at 1.5 per cent of mate- 
rial cost of materials that would pass 
through a general material yard and 
includes also an amount for unloading 
the materials in the yard. 

Both witnesses applied for labor the 
labor rates prevailing in the District 
of Columbia considered in connection 
with those actually paid by the compa- 
ny. The large difference between the 
two estimates on labor items is at- 
tributable chiefly to variances in as- 
sumed labor performance or labor 
task, as illustrated by Bennett’s as- 
sumption of 450 feet of track con- 
struction per day as compared with 
Sager’s 480 feet. 


Other features and differences of 
the two programs and methods are 
pointed out in the discussion of the 
specific items and accounts where the 
major differences in the respective es- 
timates are found. 

Track. More than three-fourths, 
specifically 77.3 per cent, of the differ- 
ence between Bennett and Sager on 
the structures and equipment accounts 
is in the track accounts. Bennett pric- 
es underground tangent track at an 
average of $19 per single track foot, 
and Sager, at an average of $17.33. 
The latter would be increased slightly 
by the inclusion of amounts for com- 
fort stations to be used by the work- 
men during construction, which Sager 
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recommends. They are included in 
the Bennett estimate on the basis of 
6 cents per foot of track, and are con- 
sidered as added to the Sager estimate 
at the same figure. 

The remaining difference of $1.61 
per single track foot is attributable to 
a number of differences in the prices 
applied to the elements in the track. 

[16] (1) Stores. A major item of 
difference is in the percentage or ad- 
dition for storage yard or stores ex- 
pense. For this expense, Bennett in- 
cludes 6 per cent of the cost of mate- 
rials that would go through stores on 
their way from the manufacturer or 
producer to the point of installation in 
the reproduction of the property, and 
Sager includes 1.5 per cent. Bennett’s 
percentage, however, includes an 


amount for cost of purchasing and an 
loading on outgoing 


amount for 
trucks the materials leaving the stor- 
age yard for the job, while Sager’s 
percentage does not. Sager includes 
such purchasing and loading expenses 
in his other items of cost, the cost of 
loading being in his cost of haulage 
from stores to point of installation. 
The percentage included for purchas- 
ing should be small, because, on repro- 
duction, items of large volume and 
cost, such as rails, ties, lumber, and 
construction materials generally, the 
contracts of purchase would be made 
at one schedule of prices and at one 
time for each kind and class of mate- 
rials. Both percentages were derived 
synthetically, and each contains a 
large element of judgment. Consider- 
ing that both witnesses are competent 
engineers of wide and extensive ex- 
perience in the appraisal of utility 
properties, the wide divergence on 
this item of stores expense is hard to 


account for, especially since both wit- 
nesses gave consideration to the ex- 
perience in stores expense of the Cap- 
ital Transit Company. It may be that 
Bennett was influenced too much by 
such experience, which related to 
maintenance work and “piecemeal” 
construction and not to the “single 
impulse” construction of a property 
such as the one here under valuation, 
Sager, on the other hand, may have 
given too much weight to his experi- 
ence in making other appraisals where 
elements of cost included by Bennett 
in stores expense were included by 
Sager in other accounts. An example 


of this is the cost of loading out of 


the yard already mentioned. 


Bennett claims that his 6 per cent is 
less than the percentages usually al- 
lowed in appraisals of this kind of 
property. Sager disputes this, citing 
the appraisals of the Arnold Compa- 
ny, of Chicago, appraisal engineers 
whose estimates covered numerous 
properties in the Midwest and tend to 
support his figure of 1.5 per cent. 

The Commission’s conclusion is 
that for stores expense 3 per cent of 
the f. o. b. Washington cost of mate- 
rials that would go through the stor- 
age yard would be ample on reproduc- 
tion of this company’s property, and 
its determinations hereinafter with re- 
spect to cost of track, special track 
work, and other construction items in 
this valuation are on that basis. 

[17] (2) Conductor bar. There is 
a difference of 10 cents per single 
track foot between Bennett and Sager 
for this item. It arises in part from 
differences in allowances for stores ex- 
pense and in part from Bennett’s use 
of quoted prices for conductor bar in- 
sulator castings, which he admitted 
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were higher than the prices the com- 
pany had been paying therefor dur- 
ing the period immediately prior to 
valuation date. Sager on testing the 
quotations for reasonableness disre- 
garded them and used the prices being 
paid by the company during such pe- 
riod. The Commission sees no reason 
for paying theoretically, on reproduc- 
tion, prices for an item greater than 
those actually paid by the company 
during a reasonable period prior to 
valuation date, providing effect be 
given to the trend of prices. In this 
instance, the price applied by Sager 
for conductor bar is approved. 

(3) Excavation and disposal. Ac- 
cording to Exhibit No. 37, the differ- 
ence in the estimates of Bennett and 
Sager for excavation of tube trench 
and disposal of the excavated material 
is 27 cents per single track foot over 
the 410,225 feet of track. It is due 
chiefly to three things: (a) the as- 
sumption by Bennett of hand labor 
for much excavation that Sager as- 
sumes would be done by a trenching 
machine; (b) the difference in as- 
sumptions as to volume per man-hour 
in hand labor excavation for yoke 
pockets, manholes, and handholes ; and 
(c) the assumption by Sager of the 
use of a trenching machine, in ex- 
cavation work, of a type never used in 
the District of Columbia, but used in 
places in and around Chicago, instead 
of the use of the trencher used in ex- 
cavation work by the company and 
the other utilities of the District, 
which Bennett assumes would be used 
on reproduction of this property. 

The difference is mainly one of 
judgment, as to the proportion of the 
excavation that would be done by 
hand labor, as to labor performance 
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per man-hour, as to the type of ma- 
chine to be used in doing the machine 
excavating, and as to the method of 
loading and the time of hauling the 
excavated material. The fact that the 
trencher and loader assumed by Sager 
has not been used in the District of 
Columbia would not argue against its 
use on a major project such as the 
reproduction of this property would 
be, providing its use would be both 
practicable and economical. On the 
other hand, its nonuse on District util- 
ity work, much of which has been 
done by contractors, might be taken 
to indicate that in the judgment of 
those doing the excavating there are 
factors of economy or practicality 
against the use of such a machine. 
The record in this case does not sup- 
ply the specific answer to the issue; 
but the price the Commission finds and 
states for underground trolley tangent 
track gives consideration to all the 
relevant facts. 

(4) Forms. There is a difference 
of 9 cents per single track foot be- 
tween the two estimates for forms 
used in the concrete work. Sager as- 
sumes the use of metal forms to be 
used over and over again, and Ben- 
nett, the type of forms used by the 
company on its reconstruction work. 
The latter, being of wood, suffer much 
breakage, loss, and waste. The matter 
involved is one of judgment for com- 
petent engineers, but reconstruction 
work is piecemeal construction and is 
not representative of the reproduction 
of 410,225 feet of track. The most 
economical method is called for, and 
the Commission believes metal forms 
best meet the requirement. 

(5) Bridges. The bridges here in- 
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volved are the temporary plank bridg- 
es installed at street intersections for 
vehicular traffic during track construc- 
tion. The difference between the Ben- 
nett and the Sager estimates on this 
item is accounted for partly by the 
difference in bridge width assumed, 
Bennett assuming 32 feet and Sager 
16, but mainly in the variant lengths 
of open trench assumed by them re- 
spectively, Bennett assuming 7,200 
feet and Sager, 5,700 feet, the Ben- 
nett estimate thus requiring consid- 
erably more bridges. Thus, the issue 
is chiefly one of judgment as to the 
rate of construction progress in instal- 
lation of the various items entering 
into the track. A similar problem is 
involved in the items of watching and 
lighting and clean-up of streets, next 
considered. 


(6) Watching and lighting and 


clean-up of streets. These items are 
considered together because of their 
close connection in Sager’s program. 
According to Exhibit No. 37, the dif- 
ference between the two estimates for 
these two cost items amounts to 36 
cents per single track foot, or about 
22 per cent of the $1.67 total differ- 
ence on all underground trolley track 
items. So far as watching and light- 
ing are concerned, the difference is at- 
tributable mainly to the variant as- 
sumptions as to the length of time 
required to complete the track, Ben- 
nett estimating 3.5 years, and Sager, 
3 years, and as to the length of track 
that would be open daily during the 
construction period, Bennett assum- 
ing 7,200 feet, and Sager, 5,700 feet. 
Thus Bennett’s overage of 1,500 feet 
calls for extra lengths of barricades, 
extra lamps, more bridges and, of 
course, far more labor, and his longer 
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construction period also materially af- 
fects the estimate. 

About 14 cents of the 36 cents per 
single track foot difference relates to 
“clean-up of streets” at the end of 
each day’s work. Sager’s program as- 
sumes delivery daily to the job of the 
predetermined quantity of materials to 
be used in that day’s construction, and 
that any supplies or unused material 
remaining at the end of the day’s work 
would be picked up by a truck equipped 
for that purpose and hauled back to the 
storage yard from which it was issued, 
thus leaving no construction material 
requiring watching and lighting in the 
streets over night. Bennett’s program 
assumes that deliveries, distribution, 
and handling of materials to and on 
the job would be the same on repro- 
duction as the company’s usual con- 
struction methods in such matters, and 
that there would be no back-haul of 
unused materials to stores at night. He 
claims that the extra cost of pick-up 
and haul to stores of unused materials 
nightly and of haul back to the job of 
the same materials the following day, 
as called for by the Sager program, 
would more than offset extra costs, if 
any, of watching and lighting occa- 
sioned by leaving such unused mate- 
rials on the street over night and their 
shifting to point of use next day; and 
further, that Sager’s method in this 
matter would probably cause construc- 
tion delays the next day with conse- 
quent extra costs. 

As in other matters already dis- 
cussed, decision on this subject of 
watching and lighting and clean-up 
cannot be based on factual data. 

Both witnesses claim support for 
their respective programs and conclu- 
sions in company experience, inter- 
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preted differently by each to apply to 
qa reproduction program. The Com- 
mission’s finding hereinafter with re- 
spect to the per-foot prices applicable 
for underground trolley tangent track 
in estimating cost of reproduction new 
reflects consideration of the opinions, 
testimony, and contentions of both 
witnesses on the items just discussed. 
(7) Comfort stations. As previ- 
ously mentioned, Sager inadvertently 
omitted any allowance for this item of 
track cost. It is included in the Com- 
mission’s finding hereinafter made. 
[18,19] (8) Paving. There isa 
difference of approximately $150,000 
between the two estimates for paving 
connected with underground trolley 
tangent track. A large percentage of 
this amount is stated to result from 
the fact that Bennett, in his estimate, 
assumes that in preparing the trench 
for the track pavement the adjacent 


roadway pavement must be trimmed 
to a neat edge or line as required by 
the District of Columbia specifications, 
while Sager makes no such assump- 


tion. This item of trimming is pre- 
sented in the record in connection with 
paving costs; but according to the 
classification of accounts and the prac- 
tice of the company it relates to the 
item of grading, that is, excavating 
the trench in preparation for the pav- 
ing. It is considered here in connec- 
tion with paving costs merely because 
so presented at the hearing. In the 
opinion of the Commission, this cost 
of trimming would be incurred on re- 
production, and it is included in the 
price hereinafter found for under- 
ground trolley tangent track complete. 

The balance of the difference be- 
tween the two estimates for paving is 
due to differences in prices applied by 
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Bennett and Sager, respectively, for 
block paving and for concrete base. 

The block paving involved is of 3 
types, durax, scoria, and granite. 
None of the types is now being used 
by the company on new installations. 
Scoria block is unobtainable; and, in 
the words of a company witness, the 
price of durax would be “prohibitive.” 
Granite block, of which durax is a 
type, is on the market and there is a 
current price for it. 

In his estimate, Sager obtained the 
current f.o.b. prices of granite and 
durax block and used them in his syn- 
thetic build-up of prices for the inven- 
toried quantities of such pavement. 
He also used the current granite block 
price as his base price for scoria, scor- 
ia block being no longer obtainable. 
Thus, as to scoria, Sager, in effect, 
applied the substitute theory of repro- 
duction, which theory has been disap- 
proved by the Supreme Court. For 
concrete base, Sager used the f.o.b. 
job prices quoted by dealers, for the 
concrete materials. To the f.o.b. pric- 
es so derived for block and concrete, 
Sager applied amounts for the labor 
of installation, based on his estimate 
of labor performance and total labor 
required, and then to the total cost of 
labor and materials he added approxi- 
mately 15 per cent of such cost to cov- 
er contractor’s percentage. 

Bennett, on the other hand, had ob- 
tained quotations as of December 31, 
1931, for block paving from paving 
contractors, based on what they would 
bid for the various types of block pave- 
ment in place if called upon to do the 
work by contract as of that date. 
These he trended to December 31, 
1935. For concrete base he construct- 
ed his prices by method similar to Sa- 
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ger’s, that is by combining the costs 
of materials and labor, and then add- 
ing contractor’s percentage. 

The difference on concrete between 
the Bennett and Sager estimates aris- 
es not from differences in costs of ma- 
terial and installation labor, but from 
the fact that Bennett assumes a com- 
mon mixing point for all concrete and 
haulage therefrom to the place of use, 
while Sager assumes that the mixing 
will be done at the various points of 
pavement installation. 


The record is that paving in the 
District of Columbia is usually done 
under contracts, but the Commission 
sees no reason why, on reproduction 
of this property as a unit, the paving 
work should not be done according to 
the Sager method, which seems to be 
the most economical. However, the 
Commission disapproves of the appli- 
cation of the price for granite block in 
the estimate for scoria. This does not 
mean that it finds justification for the 
distortion of the reproduction estimate 
by applying to scoria a speculative or 
conjectural price obtained from con- 
tractors no longer using scoria as pave- 
ment material. The Commission be- 
lieves a more reasonable estimate of 
cost of reproduction of such obsolete 
material and its installation would be 
obtained by properly trending the 
original costs of such material in place 
to accord with present prices. 


The Commission’s per-foot price, 


hereinafter found, for underground 
trolley tangent track complete, reflects 
consideration of all relevant facts just 
discussed with respect to paving? 


(9) Conductor-bar labor. The 
two estimates reflect a difference of 4 
cents per single track foot in labor of 
installation of the conductor bar as- 
semblage. This difference finds its 
base in the variant judgments of the 
two witnesses as to labor perform- 
ance, and is so considered in the Com- 
mission’s findings. 

Conclusion respecting underground 
trolley tangent track. As disclosed by 
the foregoing discussion, the Com- 
mission has given consideration to all 
relevant facts and matters of record, 
and after such consideration finds the 
reasonable price for underground trol- 
ley tangent track for reproduction cost 
new of such track complete, as of De- 
cember 31, 1935, to be $18.25 per sin- 
gle track foot, applicable to the 410,- 
225 feet of such track. This price is 
a weighted average for the track as a 
whole, the same as the $19 and the 
$17.33 in the estimates of Bennett and 
Sager, respectively, and is not neces- 
sarily the price applicable to any par- 
ticular piece or length of track. 

[ Discussion of facts and figures re- 
lating to various costs, without rul- 
ings on regulatory principles, omit- 
ted. | 

Special work, underground trolley 
track. The difference between the 





2In Order No. 1341, Re Washington Gas- 
light Co. (D. C. 1935) 11 P.U.R.(N.S.) 119, 
the subject of pavement over mains, services, 
and street lighting is discussed, and decided 
on the principle there stated. The question 
involved in that case differs from the one 
in the instant case in several particulars; 
among them—the pavement here involved was 
paid for in full by the Capital Transit Com- 
pany, is maintained at the sole expense of the 
company; and the company makes an essen- 
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tial use thereof in its transportation opera- 
tions. Under existing law, on reproduction 
of the property of the company, the pavement 
would be taken up and reproduced at the ex- 
pense of the company. In the Washington 
Gas Light Case the pavement involved was 
paid for originally, except to a minor ex- 
tent, by the District of Columbia. It is main- 
tained by the District of Columbia, and the gas 
company does not in the true sense use it. 
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Bennett and the Sager estimates for 
special work on this type of track is 
$573,314, $384,018 of which is at- 
tributable to differences in pricing the 
material of the special work layouts. 
The record indicates that, of the latter 
figure, $122,018 is applicable to dif- 
ferences in stores expense and $262,- 
000 to differences in f.o.b. Washing- 
ton prices of the layouts as delivered 
theoretically by the manufacturer. 
The stores item has been discussed 
hereinbefore. 

It appears that the $262,000 differ- 
ence in f.o.b. prices is due to the fact 
that Bennett in his estimate applies, di- 
rectly, prices quoted by the Lorain 
and Wharton Steel Companies, re- 
spectively, for the various layouts of 
the Capital Transit Company, the quo- 
tations having been given, in response 
to requests of the Commission and the 
company, on the theory that the prop- 
erty was to be reproduced, Lorain 
quotations being used by Bennett for 
layouts originally furnished by Lo- 
rain, and Wharton prices for layouts 
originally furnished by Wharton. 

[20] Sager’s method of pricing was 
different from Bennett’s. He recog- 
nized and allowed for structural and 
weight differences between the old 
type layouts and the new type layouts 
of the inventory, and, for purposes of 
pricing in the reproduction estimate, 
considered the layouts as divided into 
two periods, those installed prior to 
1922, and those installed subsequent 
to that year. He applied to the latter 
the prices so quoted by the Lorain 
Steel Company (being the same quo- 
tations used by Bennett); but for 
those installed prior to 1922, he ap- 
plied prices developed through the use 
of trends, derived as follows: “We 
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drew curves for item after item of 
this property, showing prices paid in 
past years as far back as we could get, 
and when those curves are brought up 
to the then date of the appraisal, 1931, 
we judged the trend curve, in the actu- 
al prices, by the trend of that curve at 
that date with respect to the quotations 
we got, and in many items we got 
quotations varying in some cases, and 
in some cases we would take the high- 
er and sometimes the lower, based on 
how the trend hit the quotations that 
were made. Now, that was the best 
we could do in order to arrive at what 
in our opinion would be the actual 
price to be paid by this company as 
the actual purchases were being made.” 
“The test is, what does the trend show 
that cost would be today if it were in 
production, the trend based on the 
actual figures paid for the product at 
a time when the prices were at another 
point on the curve.” Thus, in pricing 
special work, Sager applied the same 
principle that he used in pricing the 
other materials, that is, he applied the 
quoted prices unless, after tests, they 
appeared not to equate reasonably with 
present prices, confirmed by trends or 
company purchases. The Commis- 
sion approves of the principle. Prices 
quoted for use in a valuation apprais- 
al are essentially theoretical, the same 
as the reproduction estimate is theo- 
retical, and, before being used in such 
estimate, should meet proper tests of 
reasonableness. There is nothing sa- 
cred in quoted prices, whether obtained 
for actual or theoretical construction. 
This is particularly true where they 
relate to things no longer in produc- 
tion, as to which the quotations must 
necessarily be but estimates based on 
trends of prior costs or prices and as- 
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sumed probabilities. But divergence 
from or rejection of quoted prices in 
specific instances must be justified by 
record proof of their errors; and, in 
the present case, there is not sufficient 
data or information in the record be- 
fore the Commission to justify ap- 
proval of the application of the quoted 
prices for the layouts installed subse- 
quent to 1922 and rejection of the 
prices simultaneously quoted by the 
same manufacturer for layouts in- 
stalled prior to that year. 

Therefore, the Commission’s find- 
ing hereinafter with respect to repro- 
duction cost new reflects underground 
trolley track special work priced on 
the basis of the quotations of the Lo- 
rain Steel Company and the Wharton 
Steel Company, and reflects further 
stores expense on such layouts comput- 
ed in accordance with the Commis- 
sion’s finding hereinbefore stated as to 


the percentage applicable for stores 


expense. This finding is based upon 
the record in this case and is not to be 
taken as precluding adjustments of 
the quoted prices if additional or fur- 
ther data be supplied at a hearing when 
and if this valuation is brought up to 
a later date. 


The balance of the difference of 
$573,000 between the two estimates is 
comprised of a number of differences 
going to the cost of placing the lay- 
outs in the track structure. Included 
in these differences are items of cost 
of excavation, paving, distribution sys- 
tem special work, and of the labor re- 
quired for the installation of the spe- 
cial work system complete. These 
items involve substantially the same 
questions as similar items in the un- 
derground trolley tangent track con- 
struction, hereinbefore discussed in 
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connection with such tangent track; 
and the Commission’s conclusions with 
respect to such items as they relate to 
underground trolley tangent track ap- 
ply to the similar items involved in the 
special work construction; and they 
are reflected in the Commission’s find- 
ing hereinafter stated for reproduc- 
tion cost new of special work in place. 

Special work, overhead trolley track. 
The difference between the Bennett 
and the Sager estimates for this item 
is $23,893, a part of which is due to 
differences in allowance for the stores 
expense, part to amounts included for 
material cost, part to amounts includ- 
ed for preparing and trimming the 
subgrade for the concrete and for trim- 
ming the concrete of the adjacent road- 
way, but most to differences in as- 
sumptions as to labor task or labor’ per- 
formance. In general, what the Com- 
mission has already said with respect 
to the items of stores, rolling the sub- 
grade, trimming adjacent roadway 
concrete, and labor involved in over- 
head trolley tangent track construction 
applies as to the similar items involved 
in overhead trolley special work. In 
pricing such special work, Bennett 
used the quotations received from 
manufacturers who were solicited for 
such quotations on the theory that the 
property was to be reproduced, while 
Sager discounted such quotations 10 
per cent, because the tests applied by 
him to determine the reasonableness 
of the quoted prices disclosed that in 
some instances the quotations were 
more than 10 per cent higher than the 
company had actually paid for the lay- 
outs on original construction, even 
after giving weight to the difference 
in price trends between the year of 
purchase and the date of valuation. 
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The record discloses stronger justifi- 
cation for Sager’s prices with respect 
to the overhead trolley special work 
layouts than for his prices with respect 
to the underground trolley track spe- 
cial work layouts which have herein- 
before been considered ; but the Com- 
mission concludes that there is not 
sufficient data or information in the 
record to warrant its finding that the 
reproduction estimate for the over- 
head trolley special work should be 
based on prices for the layouts differ- 
ent from the prices quoted by the man- 
ufacturers. The Commission’s find- 
ing with respect to reproduction cost 
of overhead trolley track special work 
reflects its conclusions herein ex- 
pressed. 

Structures—Buildings. Bennett’s 
estimate for buildings of the company 
exceeds Sager’s by approximately 1.4 
per cent. The amount would be re- 


duced slightly if amounts for transfer 
table pit tracks included in the Ben- 
nett estimate as components of the 
buildings in which located were trans- 
ferred to the estimate for tracks as 


included in the Sager estimate. The 
two estimates are so close on approxi- 
mately 44 million dollars of buildings 
as to warrant no extended discussion. 

Structures—Bridges. The exhib- 
its in the record indicate a difference 
between the two estimates of $77,585 
in reproduction cost new of the bridg- 
es of the company. This amount, 
however, is exclusive of differences in 
classification of certain bridges, one 
of which is bridge No. 2} at the Ben- 
ning track siding, which has already 
been mentioned. This bridge is in- 
cluded in the Bennett estimate at $19,- 
100, a figure which the Commission 
finds to be too high. Sager includes 
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the bridge in the classification of prop- 
erty owned but not used for transpor- 
tation purposes. It is included in the 
Commission’s findings hereinafter of 
reproduction cost as used and useful 
property. 

[21] Further differences on 
bridges arise from the inclusion by 
Sager of $103,490 in the bridge ac- 
count for the Monroe street bridge 
over the Baltimore and Ohio Rail- 
road Company’s tracks and the Ben- 
ning road bridge over the Anacostia 
river. Bennett does not include in his 
estimate of reproduction any amount 
for either of these bridges but claims 
the reproduction cost thereof should 
be allowed as cost of franchises. The 
reverse situation as between the two 
estimates exists with respect to the 
overhead crossing at Deane avenue 
near Kenilworth avenue. This latter 
crossing or bridge was constructed in 
1899 under an Act of Congress of 
June 13, 1898, providing for the east- 
ern extension of the Columbia Rail- 
way and authorizing the construction 
of the lines of the road to the eastern 
boundary of the District by a proper 
subway underneath the tracks of the 
Baltimore and Ohio and the Pennsyl- 
vania Railroads, the subway to be 
spanned by metal bridges on stone 
abutments. The Columbia Railway, 
a predecessor in interest of the Cap- 
ital Transit Company, paid the entire 
cost of materials and labor for the 
abutments and for the superstruc- 
ture of the western spans and all 
of the grading and excavating under 
the eastern spans, and paid further 
certain costs of the Baltimore and 
Ohio Railroad for relaying and bal- 
lasting the track. In his estimate of 
reproduction cost new Bennett in- 
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cludes $114,700 as of December 31, 
1935, as reproduction cost for those 
parts of the structure and work con- 
nected therewith originally paid for 
by the Columbia Railway. 

This bridge spans a public street 
and the tracks of the two steam rail- 
ways run over it. The Capital Tran- 
sit Company runs its cars on the pub- 
lic street through the underpass 
formed by the bridge. In the Com- 
mission’s opinion, the costs paid by 
the Columbia Railway under the Act 
of Congress were in the nature of 
costs for the right to operate along 
Deane avenue to the District line. 
They should be considered and includ- 
ed in the valuation as costs of rights in 
public domain at the amounts actually 
expended by the Columbia Railway ; 
and the Commission’s findings for cost 
of rights in public domain reflect ac- 
cordingly. 


After making the adjustments just 
discussed, the difference in the two 
estimates for bridge items common in 


both is $92,012. It is due mainly to 
two elements: (a) differences in 
prices used for ashlar masonry; (b) 
differences in prices applied for the 
steel in bridges. 

(a) On the basis of the quotation 
received from a contractor who was 
informed of the purpose of its use, 
Bennett priced ashlar masonry at $104 
per cubic yard. Sager’s price for the 
same masonry is $19.55 per cubic 
yard, based upon a trend applied to a 
charge for such masonry shown on the 
records of the company which origi- 
nally constructed the ashlar masonry 
in question. Such masonry is seldom 
used in bridge construction at the 
present time, probably because a mod- 
ern bridge would be built of concrete 
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at a price of from $15 to $25 per yard, 

The record discloses prices paid 
about 1933-1935 by the District of 
Columbia for stone work on the 
Klingle bridge over Rock creek, and 
on retaining walls of rubble stone in 
Rock creek park, also prices paid by 
the government of the United States 
for stone work done in connection with 
the construction of the Mount Vernon 
boulevard. Such prices are relevant 
data, but are not applicable to this val- 
uation without adjustments for differ- 
ences in character of construction. 

After a consideration of all facts of 
record, the Commission concludes that 
a reasonable price for the ashlar stone 
masonry in the company’s bridges for 
reproduction as of December 31, 1935, 
is $30 per cubic yard; and its estimate 
for bridges reflects this finding. 


[22] (b) The difference in prices 
of the two estimates for bridge steel 
arises from the fact that Bennett used 
the price obtained by him upon inquiry 
from a nationally known bridge com- 
pany, while Sager used prices obtained 
by him upon inquiry from an equally 
well known company. The price 
quoted by the latter was lower than 
that quoted by the former. Estimates 
of reproduction cost should compre- 
hend proper economics, and the Com- 
mission believes that where quotations 
for the same thing are received from 
equally responsible concerns, the lower 
quotation should be used in estimat- 
ing reproduction cost new. The Com- 
mission’s reproduction estimate here- 
in for bridges reflects for bridge steel 
the prices quoted by the company 
whose quotations were used by Sager 
in his estimate. 

[23] Electrical distribution system. 
A difference of $317,806 exists be- 
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tween the two estimates for the vari- 
ous items making up the electrical dis- 
tribution system of the company as of 
December 31, 1935. Of this amount 
$89,000 represents substation equip- 
ment at substations numbered 12-A 
and 30, included in the Sager estimate 
as miscellaneous property owned but 
not used, and in the Bennett estimate 
under the classification of used and 
useful property. While this substa- 
tion equipment was not actually being 
used as of valuation date, the record 
indicates that it was being held for use 
and that a short time after valuation 
date was actually made a part of the 
operating plant. The Commission be- 
lieves and finds that it should be in- 
cluded in the estimate as used and 
useful property. 

The record discloses that the Sager 
estimate does not include certain cov- 
er caps and ground sleeves on steel 
poles, due to omission of such items 
from the inventory. They should be 
so included and their inclusion is re- 
flected in the Commission’s findings of 
reproduction cost. 

The balance of the $317,806 differ- 
ence between the two estimates con- 
sists of differences in pricing the fol- 
lowing: (a) poles and fixtures; 
(b) underground conduits; (c) dis- 
tribution system; (d) substation 
equipment other than that in substa- 
tions numbered 12-A and 30 above 
mentioned. 


[Discussion of facts and figures, 
without rulings on regulatory prin- 
ciples, omitted. ] 

[24] 
In Orders Nos. 338 and 339 (P.U.R. 
1919F, 779, 938) the Commission in- 
cluded, in its findings of reproduction 


Underground obstructions. 


[14] 
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cost of the properties then under valu- 
ation, amounts for costs similar to 
those incurred on original construc- 
tion in the removal and relocation of 
underground obstructions, such as wa- 
ter mains, gas pipes, wires, and con- 
duits. In the instant case, Bennett’s 
estimate includes $1,666,275 for costs 
of theoretically removing similar un- 
derground obstructions. He confines 
his estimate, however, to obstructions 
which he claims would relate to the 
underground track used and useful as 
of December 31, 1935. Sager does 
not include in his estimate any amount 
for the removal or relocation of under- 
ground obstructions. 


In view of the development of val- 
uation law, principles, and practices 
since said orders were issued, the 
Commission believes that this matter 
of the inclusion in the reproduction 
estimate of amounts for the cost of re- 
moval and relocation of underground 
obstructions similar to those encoun- 
tered on original construction should 
be reconsidered. The Commission 
recognizes that the question is close, 
but believes that its conclusions herein 
stated are supported in reason and law. 

An estimate of reproduction cost is 
at best an estimate and is based on 
theories and assumptions. It assumes 
nonexistence of the property except 
for inventory purposes and the repro- 
duction of the identical property at its 
existent location at present price levels 
and under existing topographical and 
other conditions. It does not assume 
reproduction under conditions as they 
were when the property was origi- 
nally constructed. With respect to 
underground obstructions of the char- 
acter already described, it is recognized 
and admitted that they were met with 
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when the property was originally con- 
structed, but that they would not be 
encountered as of valuation date if the 
tracks were to be replaced or repro- 
duced at their present locations and 
under existing conditions. Bennett 
and company counsel recognize, as 
shown by the record, that, on repro- 
duction, the underground facilities of 
other utilities would remain as they 
now exist and consequently would not 
be actually encountered as they were 
when the track was first laid. Bennett 
includes in his estimate the amount 
stated for the cost of removing and 
relocating underground obstructions, 
on the assumption “that the construc- 
tion of a system such as this in the 
city of Washington would require go- 
ing into the street and doing what was 
actually the kind of things that were 
done when the property was built.” 
But estimates of reproduction cost 
are not on the basis of original condi- 
tions but present conditions; and it is 
admitted, as it must be, that the ob- 
structions claimed actually would not 
have been encountered if the track 
structure had been taken up, the 
trench reéxcavated, and the track re- 
laid under the actual physical condi- 
tions existing as of valuation date. 
The underground facilities of the oth- 
er utilities are not in any sense used 
by the company in the operation of 
its property. Nor can it be assumed 
that, if the company’s tracks were re- 
moved and then reproduced, the Dis- 
trict of Columbia would replace its 
sewer and water mains at their 
original levels, or that the other 
District utilities would restore their 
underground facilities to the locations 
at which they were at the time of orig- 
inal construction of the company’s 
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tracks. The fact is that on reproduc. 
tion of the tracks these underground 
facilities would not be moved or 
changed even a fraction of an inch, 
but they would remain “as is.” 
There would seem to be no more 
reason for an allowance in reproduc- 
tion cost of an amount for the cost of 
removing nonexisting underground 
obstructions than for including in 
such estimate an amount for remoy- 
ing overhead obstructions, such as 
buildings, that may have been on the 
right of way historically at the time 
of original construction. Certainly, 
if an old building be torn down to per- 
mit the construction of a modern of- 
fice building for use by a public util- 
ity, the cost of removing the old build- 
ing could not, on any basis of law or 
reason, be included in an estimate of 
reproduction cost new of the modern 
building. Nor could the cost of re- 
moving an obsolete heating system 
from a building be included in the es- 
timate of reproduction cost of the 
building with the modern system in- 
stalled in place of its predecessor. 


The Commission believes that as- 
sumptions that original street levels 
and original drainage conditions would 
obtain on reproduction of the inven- 
toried tracks, that buildings original- 
ly on the right of way but removed 
for track construction purposes would 
be there on reproduction, and that old 
buildings supplanted by modern build- 
ings now used for the same public util- 
ity purpose would exist on reproduc- 
tion of the new buildings, would be as 
well founded as an assumption that 
underground obstructions having no 
existence in fact, even though they 
were encountered on original construc- 
tion, would be encountered on repro- 
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duction of this property under pres- 
ently existing conditions. 

The Commission concludes differ- 
ently from its predecessors in office, 
and holds that, while the inclusion of 
the cost of removal and relocation of 
underground obstructions such as 
herein considered is proper in a state- 
ment of original cost, it is not includ- 
able in an estimate of cost of repro- 
duction of existing property, because 
it does not meet the theory of repro- 
duction under existing price levels and 
existing conditions. The Commission 
rejects, therefore, the contention of 
the company in this case and omits 
any amount for cost of removal or re- 
location of nonexisting obstructions in 
the estimate of cost of reproduction 
found herein for the property of the 
company as of December 31, 1935. 

Overheads—General project costs. 
There is a very large difference be- 


tween the Bennett and the Sager esti- 
mates on overheads, or general pro- 


ject costs. In percentage it amounts 
to 133.5, and in dollars, to $3,198,- 
142. The larger differences between 
the two estimates appear in the respec- 
tive allowances for: (a) engineer- 
ing and superintendence; (b) inter- 
est during construction; (c) taxes 
during construction; (d) preorgani- 
zation; (e) preliminary operation; 
and (f) administration during con- 
struction. The difference on inclu- 
sions for law expenditures is negligi- 
ble, and the difference on insurance 
is due to the fact that Sager includes 
cost of insurance in his unit prices 
and not as a general overhead item as 
in the Bennett estimate. 

A part of the total difference of $3,- 
198,142 is due to differences in the 
base figures for fixed physical prop- 
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erty in the two estimates, where, as 
hereinbefore stated, Bennett’s total 
for such property exceeds Sager’s by 
5.71 per cent, or $2,043,268. Anoth- 
er part results from Bennett’s inclusion 
of $627,200 for “preorganization,” 
an item for which Sager has no coun- 
terpart. Further, Bennett includes 
$63,200 specifically for “preliminary 
operation,” and expense reflected, “to 
the extent it occurs,” in Sager’s unit 
prices. Of course, the differences in 
all the items enumerated above, except 
preorganization and preliminary oper- 
ation, are materially enhanced or aug- 
mented in the Bennett estimate by the 
additional one-half year construction 
period assumed by him, by his preor- 
ganization period, and by the pyra- 
miding incident to such augmenta- 
tion. 

[25] (a) Engineering and super- 
intendence. Bennett’s estimate for en- 
gineering and superintendence is $1,- 
278,965, which is approximately 3.6 
per cent of his estimate for the specific 
construction accounts (exclusive of 
land), in the District of Columbia. 
Excluding rolling stock, and the en- 
gineering and superintendence there- 
on, it is approximately 4.3 per cent of 
such accounts. Included in the amount 
is about $500,000 for “design,” de- 
fined by Bennett as a “determination 
of locations, capacity and types of car 
houses, shops and substations, routes, 
and types of track construction, to- 
gether with the necessary distribution 
system and the type of rolling stock to 
be used. For the purpose of check- 
ing estimated revenue, it is necessary 
for the company’s engineering organ- 
ization to make a complete detailed 
survey of the territory to be served.” 
Bennett states further that the engi- 
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neering force would “have to deter- 
ine your location of your building, its 
general design, the facilities that you 
want to provide for, and to lay out 
and find a place that accommodates 
~ ane a 

It appears, therefore, that Bennett 
includes in his engineering and su- 
perintendence allowance amounts to 
cover what is sometimes referred to as 
preliminary or reconnaissance surveys 
and also amounts to cover economic 
surveys. 

Sager premises that no such “de- 
sign” engineering would be necessary 
on reproduction of an existing plant. 
In testifying with respect to design en- 
gineering, he stated: ‘The company 
after its organization is then in a po- 
sition to reproduce this property; it 
does not have to design or study what 
property is to be reproduced ; the prop- 
erty to be reproduced is here. 
the point I make is that the company 
is relieved of the expense of design- 
ing the property because the property 
is designed.” Further elaborating 
his view, he stated: “If you have no 
property there, you make several de- 
signs, not complete designs, but 
sketch designs, and do a lot of that 
preliminary work, make figures, make 
calculations, calculations with respect 
to relative costs and economies. That 
work does not have to be done, and is 
not included in my estimate. ‘ 
because we know what the property 
is; we do not spend three or four 
months finding out what it is.” There- 
fore, “it is just a matter of preparing 
plans and_ specifications” for that 
property. 

Thus, about $500,000 of the dif- 
ference between the Bennett and the 
Sager estimates for engineering and 
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superintendence is accounted for in 
this item of design engineering. 

A very large part of the remaining 
difference of roundly $248,000 is at. 
tributable to the difference in base fig- 
ures to which the witnesses respective- 
ly apply their percentages, and the 
balance, mainly to differences in con- 
struction periods, Bennett assuming 
three and one-half years and Sager 
three years. 

The difference in construction peri- 
ods assumed seems to be due to two 
things: (1) working days per year 
of construction, Sager assuming 280, 
Bennett 250; and (2) labor perform- 
ance, Sager assuming construction of 
480 feet of track per day and Bennett 
450 feet. The Commission believes 
and finds a construction period of 
three years to be ample in this case. 


The estimates for engineering of 


both witnesses are synthetic; both 


comprehend engineering forces en- 
gaged on an annual basis; but Ben- 
nett assumes a force of engineers con- 
siderably larger in number than Sager 
does. Bennett claims support for his 
estimate in his experience with the 
Wisconsin Railroad Commission, and 
in other appraisals made by him, and 
in the construction, reconstruction, 
and maintenance experience of the 
Capital Transit Company and its 
predecessors as experienced and an- 
alyzed by him. Sager claims sup- 
port for his estimate in his ex- 
perience with the Track Valua- 
tion Commission of Chicago, and 
with the Arnold Company, a con- 
struction and appraisal concern 
of standing and broad experience, 
with whom he was engaged on ap- 
praisal and construction work for 
many years, and in his analysis and 
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knowledge of the construction, recon- 
struction, and maintenance work of 
the Capital Transit Company. Both 
witnesses have high qualifications as 
construction and appraisal engineers, 
and the variances in their conclusions 
result apparently from differences in 
judgment as to the rate, method and 
program of construction, and the ele- 
ments properly includable in a repro- 
duction estimate. 

For track, including tangent track, 
track special work, and paving in the 
track area, Bennett applies for engi- 
neering and superintendence 5 per 
cent of his estimated cost of reproduc- 
tion of such track, and Sager, 2.174 
per cent of his estimated cost. A di- 


rect comparison cannot be made of 
allowances for engineering and super- 
intendence respecting structures, be- 
cause Sager includes in his estimated 


cost for such structures a consolidated 
percentage for engineering, archi- 
tect’s fees, and superintendence, while 
Bennett includes the architect’s fees 
separately in his estimates for build- 
ings. For engineering on reproduc- 
tion of rolling stock, Bennett includes 
2.5 per cent and Sager 1.5 per cent. 
In money, the respective percentages 
produce $353,451 and $212,590 for 
this type of equipment. In the opin- 
ion of the Commission, Bennett’s esti- 
mate for engineering and superintend- 
ence on rolling stock is too high. The 
equipment of the company is classifi- 
able in groups and is generally of 
standard types, at least so as to each 
manufacturer, and by far the largest 
part of the engineering and supervis- 
ing relating to the construction of 
such equipment is performed and paid 
for by the manufacturer, and is includ- 
ed in the price of the car or bus as 
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billed to the company. On reproduc- 
tion of the company’s equipment, the 
types, capacities, kinds, structural fea- 
tures, etc., of all equipment would be 
known and blue-printed ; therefore, en- 
gineering to determine either type, 
capacity, kind, or composition of any 
of the equipment to be reproduced 
would be unnecessary. Even under 
conditions of original purchase of cars 
and busses the company engineering 
would consist mainly of work done in 
selecting types, capacities, kinds, etc., 
of cars and busses and in modifying 
or adding to those selected certain fea- 
tures or facilities to meet local require- 
ments. Such modifications and addi- 
tions cover entire groups, and there- 
fore the extent of this type of engi- 
neering would depend somewhat on 
the number of groups. In view of 
these facts, it does not seem reasonable 
to assume that on reproduction of the 
rolling stock here under appraisal, ev- 
ery feature of which is known, and 
upon which most of the construction 
engineering would be performed by 
the manufacturer, the company would 
expend for engineering and superin- 
tendence any such sum as $353,451. 

The Commission finds, therefore, 
that for engineering and superintend- 
ence applicable to rolling stock, 1.5 
per cent of the amounts included in 
the reproduction estimate for equip- 
ment to which the percentage is appli- 
cable would be ample. 

The Commission finds, further, the 
composite percentage includable for 
engineering and superintendence re- 
specting the specific construction ac- 
counts, other than rolling stock and 
buildings and bridges, to be 3.5 per 
cent of the cost of reproduction of 
such accounts. 
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These percentages are exclusive of 
architect’s fees where architect’s fees 
would be incurred. These fees have 
been included in reproduction cost of 
structures. 

[26] (b) Interest during con- 
struction. The Bennett estimate in- 
cludes $2,868,750 for interest during 
construction, and the Sager estimate, 
$1,286,556, a difference of $1,582,- 
194. Of this difference, $361,450 is 
assignable to interest during construc- 
tion on land, an item not included by 
Sager, about $140,000 to interest on 
cost of removal of underground ob- 
structions, also an item excluded by 
Sager, about $141,120 to interest on 
preorganization expenses, and about 
$8,400 to administration during con- 
struction during the preorganization 
year. The total for the four items is 
about $650,000. The balance of the 
$1,582,194 difference, roundly $930,- 
000, is due in part to the $2,043,268 
difference in bases for specific con- 
struction items, but chiefly to the vari- 
ant programs and periods of active 
construction assumed respectively by 
Bennett and Sager, and to the differ- 
ences in assumptions in the two esti- 
mates as to the time the money for 
construction is obtained in advance of 
the time of its expenditure. The var- 
iances in programs and construction 
periods have been discussed in prior 
parts of this order. While the period 
of active construction assumed in the 
Bennett estimate is 3.5 years, as 
against Sager’s 3 years, Bennett’s in- 
clusive interest period for all items is 
5.5 years, the first year of which cov- 
ers preorganization, the second, pre- 
construction, and the remaining 3.5 
years, active construction. 

Bennett assumes that the property 
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complete would be turned over to op- 
eration 4.5 years after its conception 
and 3.5 years after the beginning of 
active construction. As hereinbefore 
stated, both Bennett and Sager assume 
1.5 years for the first construction pe- 
riod, and that 4.5 per cent would be 
the interest paid on the average for 
track construction. Both estimates 
assume that interest on sections cut 
into operation ceases the day operation 
begins; and both assume an interest 
rate of 6 per cent per annum. Fur- 
ther, they both assume that the com- 
pany has the necessary credit and that 
financing arrangements will be made. 
Bennett assumes “that during the year 
following the formation of the com- 
pany, financing arrangements will be 
made under which, at the first of each 
year during construction operations, 
the company will be in position to call 
for the money necessary to finance 
that year’s construction ; that the mon- 
ey will be turned over to the company 
at the beginning of each construction 
year,” and that at the beginning of the 
year a lump sum of money is provid- 
ed to take care of track construction 
and construction of the buildings and 
distribution system and of the cars 
that will be necessary for placing in 
operation at the end of the period. 
But he allows offsetting interest to be 
paid by the bank at the rate of 1.5 per 
cent per annum on monthly balances. 
Sager assumes that the money needed 
will be available and obtained 3 
months ahead of the time when it will 
be spent on construction ; that, “‘so far 
as total money is concerned, that an 
arrangement could be made whereby 
it was known if they were going to 
need $10,000,000 this year and that 
that money would be available month 
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by month, or quarter by quarter, in 
my assumption in such close proxim- 
ity to the time when it was actually 
expended that I have allowed 3 
months’ interest ahead of the time 
when the money actually was spent. 
Now that means some 6 months, 
some 1 month, but on the average 3 
months.” 

Particular average construction pe- 
riods are assumed by Bennett for track, 
for structures, for equipment, etc. ; 
but the effect or result of his assump- 
tions is that he provides the money on 
an average 5.82 months in advance of 
its expenditure. Sager’s assumption, 


on the other hand, is that the money 
would be available 3 months in ad- 
vance of the time of its expenditure. 
Bennett assumes that buildings are 
constructed on the average in one year, 
but that they are not put into reve- 


nue operation until 3 months there- 
after; that rolling stock on the aver- 
age would carry interest for 6 months 
and would be on the ground 3 months 
before being put into revenue opera- 
tion, and that some of the rolling 
stock would be on hand 12 months be- 
fore being used. The effect of his as- 
sumption is that on the average the 
money for rolling stock is provided at 
the beginning of the year but not 
spent until the ninth month. 

In a reproduction estimate, the 
matter of construction period is al- 
ways a matter of judgment and de- 
batable (Re Atlanta, B. & A. R. Co. 
[1923] 75 Inters. Com. Rep. 645, 
649) ; and methods and times of ob- 
taining money to carry on the con- 
struction are likewise matters about 
which the judgment of qualified engi- 
neers differs widely. In Re Illinois 
C. R. Co. (1933) 46 Val. Rep. 1, 87, 
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the Interstate Commerce Commission 
considered and rejected a proposed 
method or plan similar to that assumed 
in the Bennett estimate. 

The Commission has hereinbefore 
decided and stated that a construction 
period of 3 years would be ample on 
reproduction of this property. The 
Commission agrees with both Bennett 
and Sager in their assumptions of 1.5 
years for the first construction period ; 
that interest during construction on 
sections cut into operation would 
cease on the day operation begins ; and 
that the interest rate would be 6 per 
cent on reproduction of this property, 
as of December 31, 1935. The Com- 
mission agrees further with the pro- 
priety of assuming that the company 
has the necessary credit and can make 
the necessary financing arrangements 
for the money needed on reproduc- 
tion. 

After careful consideration of the 
evidence and of the principles and law 
involved, the Commission concludes 
and finds that on reproduction of the 
property interest during construction 
on cost of items other than rolling 
stock and land would be paid for a pe- 
riod of one-half, plus 3 months, of the 
construction period of each particular 
section, or revenue operating unit, be- 
fore it is placed in revenue operation ; 
and that interest would be paid on cost 
of rolling stock for a period of 3 
months before the piece of rolling 
stock is put into revenue operation. 
Order No. 1341, Re Washington Gas- 
light Co. (D. C. 1935) 11 P.ULR. 
(N.S.) 119. 

[27, 28] Interest during construc- 
tion on land. In Smyth v. Ames 
(1898) 169 U. S. 466, 42 L. ed. 819, 
18 S. Ct. 418, the Supreme Court an- 
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nounced the rules and principles, re- 
peatedly since reaffirmed, to be used 
in the valuation of public utility prop- 
erty; and in the Minnesota Rate Cas- 
es (1913) 230 U. S. 352, 57 L. ed. 
1511, 33 S. Ct. 729, 48 L.R.A.(N.S.) 
1151, Ann. Cas. 1916A, 18, the court 
announced the rule, since followed by 
courts and Commissions with respect 
to the valuation of lands used by utili- 
ties for public purposes, that land 
used and useful should be included in 
the rate base at its present value, and 
that such value shall be a judgment 
figure based on the value of adjoining 
and adjacent similar lands; that hav- 
ing been assigned such present value, 
no increments are addible. In discus- 
sing attempted inclusions for over- 
head expenses and other costs, in the 
Minnesota Rate Cases, the Supreme 
Court, after declaring that lands 
should be included at their present 
value, said (230 U. S. at p. 455): 
and, in this view, we also 
think it was error to add to the 
amount taken as the present value of 
the lands the further sums, calculated 
on that value, which were embraced 
in the items of ‘engineering, superin- 
tendence, legal expenses,’ ‘contingen- 
cies, and ‘interest during construc- 
tion.’ ’’ Commissions, of course, are 
bound by the decision, and the conten- 
tion of the company in the present 
case for the inclusion in the reproduc- 
tion estimate, or as an element of val- 
ue, of amounts for interest during 
construction on land is overruled. 
Order No. 1341, supra; Denver v. 
Denver Union Water Co. 246 U. S. 
178, 62 L. ed. 649, P.U.R.1918C, 640, 
38 S. Ct. 278. This conclusion has the 
effect of eliminating all of the $361,- 
450 included in the Bennett estimate 


for interest during construction on 
lands. 

(c) Taxes during construction, 
The Bennett estimate contains $39,100 
for taxes on land during construction, 
On the authority, and for the reasons 
stated with respect to interest during 
construction on land, an amount for 
taxes on land during construction 
should not be included. After elimi- 
nation from the Bennett estimate of 
the amounts included therein for such 
taxes, a small part of the $39,100 dif- 
ference still remains, and this is attrib- 
utable to the difference in bases in the 
two estimates. 

[29] (d) Preorganization. In 
Orders Nos. 338 and 339, supra, the 
Commission allowed an item titled 
“preorganization expenses,” and in- 
cluded therefor the amount claimed by 
Bennett for the same item in his esti- 
mate. He lifts it without change from 
the orders. In view of the development 
of principles and practices of valuation 
since said orders were issued, and be- 
cause of the importance of the principle 
involved, the Commission believes the 
matter should be reconsidered. 

It appears that the basis of the al- 
lowance in said orders was a decision 
of the Commission in Order No. 208, 
Re Potomac Electric Power Co. (D. 
C.) P.U.R.1917D, 563, 671, wherein 
the Commission included an amount 
“for preliminary expenses prior to 
construction of a utility whose repro- 
duction cost is based upon the theory 
developed in this case . . .,” among 
other things, “for preliminary engi- 
neering surveys, reports, and estimates, 

.» prospectuses, . . ., adver- 
tising eee. fees in 
connection with mortgage deed, nego- 
tiating of bond issue, etc.”’. 
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Under the heading ‘Engineering 
and superintendence,” supra, the Com- 
mission has held that preliminary en- 
gineering costs incident to the prelimi- 
nary engineering discussed under that 
heading are not includable in a repro- 
duction estimate of a property every 
element and characteristic of which 
is known. For similar reasons, costs 
for such preliminary engineering 
should not be included in the valuation 
under another guise or name. For 
like reasons, costs for surveys, re- 
ports, and estimates of the type and 
kind mentioned in the paragraph of 
said Order No. 208, supra, upon which 
the finding in Orders Nos. 338 and 
339 was based, should not be included 
in the reproduction estimate, or as 
an element of value. The Commis- 


sion believes also that costs of ‘“‘adver- 
tising,” preorganization advertising, 
“fees in connection with mortgage 


deed,” and costs of “negotiating of 
bond issue,” have no relationship to 
the present value for rate-making pur- 
poses of an existing property. Re 
Washington Gas-light Co. supra. Re- 
garding “prospectuses,” the Commis- 
sion sees no reason for assuming the 
issuance of a prospectus on repro- 
duction of the Capital Transit Com- 
pany’s property, when the inventory 
of the property, and the financial 
status, operations, and history of the 
company are definitely known. In 
estimating cost of reproduction it 
must be assumed that a precisely 
known property is being reproduced 
not as it was originally put together 
but as it would be constructed to- 
day. It must be assumed that the 
Capital Transit Company is a solv- 
ent going concern with credit, capable 
of borrowing the money necessary to 
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reproduce the property at current 
rates and on reasonable terms. As 
such it would not have to issue pro- 
spectuses (usually informational de- 
vices for stock selling or bond issue 
purposes), or make economic surveys 
or surveys locating its properties, 
items of investment cost, under the 
classification of accounts, but not of 
reproduction cost of an existent go- 
ing concern whose credit is established 
and whose properties and their loca- 
tions are definitely known and in- 
ventoriable. 


On reproduction, the estimate 
should include the cost of organizing 
the corporation as it now exists, not a 
pyramid of costs originally incurred 
by its numerous predecessors, or 
which might be incurred by a compa- 
ny without credit or property, or the- 
oretical costs of promoters. The 
Commission’s conclusion is that no 
amount should be included in the re- 
production estimate, or as an element 
of value, for preorganization expenses 
of the type and kind covered by the 
$627,200 taken bodily by Bennett 
from Orders Nos. 338 and 339, supra. 

In the Commission’s finding of re- 
production cost, it has included 
amounts for company organization 
and law expenditures sufficient to cov- 
er the costs which reasonably would 
be incurred in incorporating and or- 
ganizing this company—legal fees and 
clerical expenses connected with draft- 
ing the articles of incorporation, by- 
laws, etc., legal and governmental 
fees for obtaining the charter and 
franchises of the company, expenses 
in connection with organization meet- 
ings, and other necessary items. 

[80] (e) Preliminary operation. 
By this term is meant the tuning-up 
25 P.U.R.(N.S.) 
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processes, “such as the testing out of 
the machinery and equipment after it 
is in place, adjustments and repairs to 
track and roadway between the time it 
is completed by the general contractor 
and the time it is put in actual opera- 
tion.” For this element Bennett in- 
cludes $63,200 an amount lifted di- 
rectly from Orders Nos. 338 and 339, 
supra. The Sager estimate contains 
no specific sum to cover such an item, 
but he testifies that it is buried in his 
costs “to the extent it occurs.” The 
Commission believes that such an al- 
lowance should be made. It is in- 
cluded in the reproduction estimate 
hereinafter stated for the property. 

(f) Administration during con- 
struction. Bennett includes this des- 
ignation to embrace costs that would 
be incurred on reproduction of the 
property. Sager’s designation for the 
same type of costs or expenses is 
“Company organization during con- 
struction.” Bennett includes in his 
estimate $556,700 for such costs, in- 
cluding $140,000, which he allocates 
to the “preconstruction” year, that is, 
to the year immediately prior to the 
commencement of active construction. 
Sager includes under the title ““Prelim- 
inary company organization” $37,- 
436, amounts for cost in part compar- 
able with those included by Bennett 
for the preconstruction year. By de- 
ducting the $140,000 from the Ben- 
nett estimate, the amount included by 
him for costs of administration dur- 
ing construction compares closely with 
Sager’s estimate of $403,728 for the 
similar items included by him under 
the designation “company organiza- 
tion during construction.” So con- 
sidered, both estimates cover the same 
kind of expense; the amounts were 
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synthetically derived, based upon the 
judgment of Bennett and Sager, re- 
spectively, as to the officers and forces 
and incidental expenses that would be 
required for administration purposes 
in connection with reproduction of the 
property. The issue therefore is be- 
tween the allowance of $140,000 in 
the Bennett estimate for administra- 
tion expenses in the preconstruction 
year as compared with Sager’s allow- 
ance for similar expenses in the period 
immediately prior to active construc- 
tion under the title “Preliminary com- 
pany organization.” As pointed out 
in prior chapters, Bennett’s construc- 
tion period is greatly in excess of 
Sager’s. This extra length of the 
construction period clearly affects 
costs for administration during con- 
struction as well as other overheads, 
The Commission has already found 
against the period assumed by Ben- 
nett for active construction, and after 
a review of the record the Commission 
concludes and finds his inclusion for 
expenses during the preconstruction 
period to be excessive, and _ the 
amounts included in the Sager esti- 
mate for company organization dur- 
ing construction and for preliminary 
company organization to be ample. 
These conclusions are reflected accord- 
ingly in the following findings of cost 
of reproduction new. 


Findings of Cost of Reproduction 
New 


The Commission finds cost of re- 
production new of the property of the 
capital Transit Company within the 
District of Columbia used and useful 
for the convenience of the public, as 
of December 31, 1935, in total, and by 
property groups, to be as follows: 
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Property Groups 
TRACK 
Underground trolley tangent 
Overhead trolley tangent 
Tangent track in carhouses and yards 


Total tangent track 


Underground trolley special work 
Overhead trolley special work 


Total track special work 
Total of all track 


BuILDINGS AND BRIDGES 
Bridges, trestles, and culverts 
Shops and carhouses 


(Mite DE EOMOS 5 fiviaccue Janne < oences 
Stations, miscellaneous buildings, and structures .............-e00. 


Substation buildings 


Total of buildings and bridges 


ELECTRICAL DISTRIBUTION SYSTEM 
Signals and interlocking apparatus 
Telephone and telegraph lines 
Poles and fixtures 
Underground conduits 
Distribution system 
Transmission system 
Substation equipment 


Total of electric distribution system 


Rottinc Stock 
Passenger cars 
Service cars 
Locomotives 
Auto busses 
Miscellaneous equipment 


Total of rolling stock 
Roapway MACHINERY AND TOOLS 
SHop EQuiPpMENT 
FURNITURE 


Total property, exclusive of land 


GENERAL MISCELLANEOUS Costs 
Engineering and superintendence 
Law expenditures 
Interest during construction 
Taxes during construction 
Preliminary company organization 
Insurance (included in unit prices) 
Preliminary operation 
Administration during construction 


Total general miscellaneous costs 


Grand total, exclusive of land % 


Cost of Reproduction New 
$7,486,606 
72,123 
$9,412,057 


$3,529,557 
217,224 


$13,158,838 


$153,516 
3,363,322 
787,093 
41,284 
67,428 


4,412,643 


$16,414 
1,706 
102,562 
431,705 
911,666 
84,901 


2,316,276 


$10,043,907 
581,900 
104,458 
3,288,898 
153,490 

14,172,653 

224,487 

309,829 

126,642 


$34,721,368 


50,000 
403,728 


2,771,343 
$37,492,711 





31. Includes substation equipment and build- 
ings in which used, also high-tension cables 
and conduit lines for them, owned by the Cap- 
ital Transit Company, but operated by the 
Potomac Electric. Power Company for the 
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distribution of electric power used by the 
Capital Transit Company. 

2. Includes equipment used for transporta- 
tion in Maryland, for which allocation has 
been estimated and shown in the final value 
paragraph of this order. 
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Reproduction Cost Less Depreciation 

[31] At the hearing testimony was 
presented by the company’s engineers 
and by Commission engineer Sager re- 
specting depreciation of the property 
as of valuation date based on the cost 
of reproduction new. The company 
contends, however, that “‘no deduction 
for depreciation should be made, even 
in the amount admitted by the com- 
pany’s engineers as existing in the 
property,” on the ground that “de- 
ductions for depreciation should not 
be made in arriving at a rate base, ex- 
cept to the extent that such deprecia- 
tion has been collected through the 
rates,’ and that the rates have not 
been sufficient to produce a reasonable 
return over and above operating ex- 
penses including depreciation. In 
support of this contention, the com- 
pany cites the decision of this Com- 
mission in Orders Nos. 338 and 339, 
supra, and the decision of the court of 
appeals in Public Utilities Commis- 
sion v. Capital Traction Co. 57 App. 
D. C. 85, P.U.R.1927B, 824, 17 F. 
(2d) 673. 

In said Orders Nos. 338 and 339, 
supra, at p. 911 of P.U.R.1919F, the 
Commission concluded that “the earn- 
ings have not been such as to justify 
the deduction as a basis for rates of 
the full amount of accrued deprecia- 
tion as determined by the depreciation 
survey and calculations of Commis- 
sion’s engineers. The Commission 
considers that the depreciation survey 
and calculations of Commission’s en- 
gineers were accurately and properly 
made, but, for the reasons given, con- 
cludes that a materially lesser amount 
shall now be deducted.” The court of 
appeals said (P.U.R.1927B, at p. 
830): “The record does not disclose 
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what specific sum was thus deducted 
by the Commission.” (Italics add- 


ed). It is error, therefore, to say that 
the Commission made no deduction 
for depreciation. 


The court of appeals in the case cit- 
ed was reviewing a decision of the 
supreme court of the district made on 
appeal from Order No. 338, where the 
supreme court had made its independ- 
ent determination of value and had 
held that deduction for depreciation 
should not be made for the reason 
that the company had maintained a 
sinking fund for the protection of its 
property against depreciation and an- 
nually set aside a portion of its earn- 
ings, adding the same to such fund. 
The court of appeals, after referring 
to the fact that “the record does not 
disclose’ what specific sum had been 
deducted by the Commission for de- 
preciation, said (P.U.R.1927B, at p. 
830): “We are convinced that under 
all the circumstances the decision of 
the lower court upon this subject 
should not be disturbed. On the rec- 
ord before us any such deduction 
would necessarily rest upon doubtful: 
theories only.” Certainly, the court 
of appeals indicated no intent to run 
counter to the decisions of the Su- 
preme Court of the United States in 
Knoxville v. Knoxville Water Co. 
(1909) 212 U.S. 1, 53 L. ed. 371, 29 
S. Ct. 148; Minnesota Rate Cases 
(1913) 230 U. S. 352, 57 L. ed. 1511, 
33 S. Ct. 729, 48 L.R.A.(N.S.) 1151, 
Ann. Cas. 1916A, 18; Galveston Elec- 
tric Co. v. Galveston, 258 U. S. 388, 
66 L. ed. 678, P.U.R.1922D, 159, 42 
S. Ct. 351; Georgia R. & Power Co. 
v. Georgia R. Commission, 262 U. 5. 
625, 67 L. ed. 1144, P.U.R.1923D, 1, 
43 S Ct. 680; McCardle v. Indian- 
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apolis Water Co. (1926) 272 U. S. 
400, 71 L. ed. 316, P.U.R.1927A, 15, 
47 S. Ct. 144, and other decisions of 
that court and of other courts holding 
that the rate base shall be the fair value 
of the property of the utility as of 
the date of valuation, and that such 
fair value shall be a judgment figure 
based upon a consideration of the ele- 
ments of value announced by the Su- 
preme Court in Smyth v. Ames 
(1898) 169 U. S. 466, 42 L. ed. 819, 
18 S. Ct. 418; Knoxville v. Knoxville 
Water Co. supra, and the other deci- 
sions. In the Knoxville Water Case 
the court said (212 U. S. at p. 9): 
“The cost of reproduction is one way 
of ascertaining the present value of a 
plant like that of a water company, but 
that test would lead to obviously incor- 
rect results if the cost of reproduction 
is not diminished by the depreciation 
which has come from age and use.” 
And in Denver v. Denver Union Wat- 
er Co. 246 U. S. 178, 62 L. ed. 649, 
P.U.R.1918C, 640, 651, 38 S. Ct. 278, 
the court said: “What we have said 
establishes the propriety of estimating 
complainant’s property on the basis of 
present market values as to land, and 
reproduction cost, less depreciation, as 
to structures.” 


The Commission overrules the 
contention of the company in this mat- 
ter and holds, on the authority of the 
decisions of the Supreme Court of 
the United States already cited, that, 
in finding the fair value of the proper- 
ty of a utility, consideration must be 
given to all relevant facts, and that 
one of these facts is the amount of 
depreciation in the property as of val- 
uation date. 

[82] There are many theories, 
formulas, and definitions of deprecia- 
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tion, but an authoritative definition is 
the following, quoted from Lindheim- 
er v. Illinois Bell Teleph. Co. (1934) 
292 U. S. 151, 78 L. ed. 1182, 3 
P.U.R.(N.S.) 337, 54 S. Ct. 658: 

e. depreciation is the loss, not 
restored by current maintenance, 
which is due to all the factors caus- 
ing the ultimate retirement of the 
property. These factors embrace wear 
and tear, decay, inadequacy, and ob- 
solescence.” 

While the difference between the re- 
spective estimates of Bennett and Sag- 
er on specific construction items, in- 
cluding equipment, is only 5.71 per 
cent, in cost of reproduction new, the 
difference between them in cost of re- 
production less depreciation of those 
same items is 17.8 per cent. The large 
money and percentage difference re- 
lates to track, buildings and structures, 
and rolling stock. 

The difference between the esti- 
mates on underground trolley tangent 
track is about 3 per cent, on special 
work in underground trolley track 
about 11 per cent, and the composite 
on all track, about 6 per cent. On 
buildings and structures, the difference 
is 28.4 per cent, and on rolling stock 
it is 25.4 per cent. The total differ- 
ence on all items between the respec- 
tive estimates amounts to $7,362,040. 
Of course, these very large differences 
could not occur between competent en- 
gineers like Bennett and Sager if they 
followed and applied the same meth- 
ods and principles in estimating depre- 
ciation. In the present case, it would 
be difficult to state accurately from the 
record the principles and methods 
used by the witnesses respectively and 
the variances between them. 

Both witnesses gave effect to condi- 
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tions of the various items and units 
found on inspection of the property. 
But Bennett, in the opinion of the 
Commission, gave little weight to the 
fact that the plant of the company is 
an aggregation of properties of num- 
erous predecessors; that the buildings 
and other structures now used were 
not planned, located, or constructed 
as parts of a single, organized, homo- 
geneous design or system, but to meet 
the needs or specifications of the par- 
ticular predecessor at the time of con- 
struction; that certain buildings, 
shops, carhouses, and other structures 
designed and constructed originally 
for definite uses or purposes have been 
remodeled or converted to uses and 
purposes for which they were not orig- 
inally designed; and that these facts 
and conditions affect the adequacy and 
economy of the property for its pres- 
ent uses, as well as present features of 
obsolescence. Sager, on the other 
hand, gives weight to these considera- 
tions. 


Bennett states that his condition 
per cents are judgment figures based 
on several considerations and “a vast 
amount” of detailed information. A 
negligible part of such information is 
in the record. He seems to be attempt- 
ing to estimate the “remaining years 
of useful life” of the structure or item 
of equipment, and in doing so makes 
no use of life tables. The factor of 
obsolescence enters into his estimate 
only to “the extent that it affects the 
remaining years of useful life.” He 
is predicting by estimate how long the 
use of the item will continue. But his 
method produces interesting and in 
some instances, to the Commission, 
anomalous. results. 

Sager applies the age-life method. 
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The service lives used for the various 
items of the property were estimated 
by him after consideration of the ac- 
tual service lives of items of similar 
nature that had been replaced after 
use in the property where shown by 
company records, the expired life of 
the existing items, their physical con- 
dition as determined by field inspec- 
tion, and any obsolescence or inade- 
quacy found at inventory date. By use 
of the ratio of the remaining service 
life to the total service life, and giving 
consideration to scrap value of the 
items at time of retirement, cost of re- 
production less depreciation was ob- 
tained. 

On track as a whole, the two meth- 
ods produce results only 6 per cent 
apart, a large part of which may be 
attributable to Sager’s view that cer- 
tain of the special work layouts, those 
of lighter and older type construction, 
have in them elements of inadequacy 
and obsolescence not admitted by Ben- 
nett. 

On buildings and structures, as stat- 
ed, the methods produce results far 
apart. The company owns and uses 
34 buildings, 16 of which were built 
thirty-nine or more years ago, 7 in the 
last twenty years, 2 since 1930, and 
the others in intervening years. To 
all of these (as well as the bridges), 
Bennett gives a weighted average con- 
dition per cent of 82. Sager’s corre- 
sponding condition per cent is 53.6. 
In Bennett’s estimation, the age of the 
building has little if any effect. He 
states, “if in my judgment there was 
nothing to affect its usefulness, it 
would be 100 per cent,” in condition 
per cent, if its maintenance condition 
were 100 per cent, even though the 
building were fifteen to twenty years 
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old. Since Bennett’s composite con- 
dition per cent for buildings is approx- 
imately the same as that stated by the 
company’s witness O. L. Meigs, 
though the latter’s estimate of 83 per 
cent condition is as of April, 1937, it 
seems proper to infer that their prin- 
ciples and methods of estimating de- 
preciation of buildings are at least sub- 
stantially the same. 

[83] Witness Meigs did not allow 
the “age elements” to enter into his 
estimates. He stated that he con- 
sidered a 40-year-old building, if kept 
in 100 per cent maintenance condition, 
just as valuable as a new building, 
though he did make an allowance for 
“deterioration” of the structural ele- 
ments. His methods and theories pro- 
duce results which seem to the Com- 
mission to be erroneous. For exam- 
ple, he gave the same condition per 
cent, 95, to the Decatur street car 
house, built in 1906-1907, the Water 
and P. streets car house, built in 1880 
and remodeled in 1913, the Georgia 
avenue garage, built in 1930, and the 
new bus garage at Winconsin avenue 
and Ingomar street. This high per- 
centage might apply to the latter struc- 
tures, but, in the opinion of the Com- 
mission, is far too high for the older 
buildings. The Commission cannot 
approve principles and methods which 
produce such results. 

It may be that strict application of 
the Sager age-life method would ar- 
tive at condition per cents too low in 
the present case, but the Commission 
is of opinion that it would produce re- 
sults more reasonable than those pro- 
duced by the Meigs’ method as just 
discussed. The Commission’s conclu- 
sions are reflected in its finding of 
cost of reproduction less depreciation. 
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[34] On rolling stock, the differ- 
ence between the Bennett and Sager 
depreciation estimates is approximate- 
ly 25.4 per cent, much too large be- 
tween competent engineers. It points 
to fundamental differences in theories 
and methods. Bennett depreciates 
cars and busses differently. In de- 
termining condition per cent for cars, 
he considers the motors and control- 
lers separately from the car bodies. 
Motors are considered in the aggre- 
gate, and are depreciated as types 
without regard to the cars in which 
used or installed. Bennett determines 
all motors of the company to be in 
from 75 to 86 per cent condition. He 
applies the same range to controllers. 
He admits, however, that after the 
cars in which the motors and control- 
lers are installed are out of use, 
through retirement, the electrical 


equipment, including the motors and 


controllers, has only “junk value.” 


He depreciates car bodies on a dif- 
ferent principle—age apparently hav- 
ing a large effect upon his determina- 
tions. His condition per cents, shown 
according to the year in which the 
bodies were purchased, are as follows: 
1907, 20 per cent; 1908, 22 per cent; 
1909, 26 per cent; 1910, 29 per cent; 
1911, 31 per cent; 1912, 61 bodies at 
31 per cent, 56 bodies at 34 per cent; 
1913, 5 bodies at 34 per cent, 9 bodies 
at 37 per cent; 1914, 37 per cent; 
1918, 51 per cent; 1919, 54 per cent; 
1923, 66 per cent; 1924, 69 per cent; 
1926, 74 per cent; 1928, 80 per cent; 
and 1935, 100 per cent. These per 
cents appear to follow approximately 
a straight line. By a system of 
weighting of the composites for the 
electrical equipment and of the average 
per cent for the bodies as of a given 
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year, related to the money represent- 
ing these cars in his estimate of repro- 
duction cost new, Bennett estimates 
the condition per cent for the cars pur- 
chased as of that year. And his com- 
posite condition for all cars in the in- 
ventory is 55 per cent, as of December 
31, 1935. 

A large number of the motors and 
controllers are far from modern and 
are obsolescent if not obsolete. Their 
quotient of efficiency is still good; but 
they are much larger and heavier than 
those of more modern type and tend 
to increase operating expenses. They 
were purchased with the older cars, 
and, while interchangeable within lim- 
its, would pro tanto go out of use with 
the cars of which they form a part. 
The Commission believes the Bennett 
method of separating the electric 
equipment from the car bodies gives 


undue weight to the operating condi- © 


tion of such equipment, and tends to 
confuse operating efficiency with val- 
ue. An obsolete type car might con- 
ceivably have 100 per cent of operating 
efficiency and yet because of ob- 
solescence and inadequacy have a very 
low per cent of original cost, or of 
cost of reproduction new for value 
purposes. 

Bennett’s method places all cars in 
at least 50 per cent condition, even the 
30 cars retired by the company the 
year following valuation date. Sager 
includes these 30 cars in his estimate 
at 5 or 6 per cent condition in relation 
to cost of reproduction new. 


Before fixing the service lives used 
for cars, Sager inspected the cars and 
gave weight to what he found on such 
inspection. His method with respect 
to cars is expressed by him as follows: 
“In our basis of determining cost less 
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depreciation we assign to motor equip- 
ment on the car the same life as to the 
car and therefore that motor equip- 
ment which was on the 236 cars (pur- 
chased up to and including 1910) 
would be given a 30-year life. And 
that electrical equipment which was 
on the 424 cars (purchased in 191] 
and subsequently) would be given a 
25-year life.” The Commission be- 
lieves that while the Sager method 
would produce the more reasonable 
result, it contains the objection that 
it gives to all types and ages of cars 
the same base life of twenty-five years, 
though the average life of the later 
types has not been established by ex- 
perience. 

The Commission reflects its judg- 
ment of condition per cent of cars in 
its finding of cost of reproduction less 
depreciation. 

In the Bennett estimate, busses are 
depreciated differently from cars. 
Bennett considers the bus as a unit, not 
separating the motors from the bodies, 
and gives the entire fleet an average 
condition per cent of 80. Describing 
his method and his application thereof, 
he says: “In arriving at this condi- 
tion per cent we had in mind the num- 
ber of years in base service and con- 
sidered the equipment we have with 
that in mind, and then assumed a 
minimum condition for busses contin- 
uing beyond that period. . . . I 
did not put the condition per cent on 
individual groups, but got a weighted 
average age in months and assumed 
remaining service lives which, when 
added up and calculation made thereon, 
gave me a figure which I reported as 
the composite condition per cent for 
busses. I did not put any in- 
dividual conditions per cent on even 
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groups of busses, but I considered that 
busses had a life in base service of 
ten years; that in tripper service and 
as spare units they had a life in excess 
of that; the oldest bus we had was 
something like twelve years old, be- 
tween eleven and twelve, as of that 
date, and that would be the oldest age 
considered in the group. 

“Then, a calculation was made on 
that basis which showed—the average 
calculation on a 10-year life resulted 
with a $200 salvage value per bus— 
resulted in approximately 70 per cent 
condition, and the fact that busses 
have been used and will continue to be 
used in my judgment in tripper service 
the same as street cars are, when there 
is a lessened amount of constant de- 
mand upon them, would increase that 
life so that this resulted in my estimate 
of 80 per cent for the bus fleet as a 
whole.” 

In the Commission’s opinion, the 
Bennett method gives undue weight to 
the investment in the 157 busses pur- 
chased in 1935, and distorts the con- 
dition per cents applicable to the older 
and cheaper busses. - 

Sager’s method, as stated, is the 
age-life or straight-line method, the 
total ages being fixed after inspection 
of the busses. He estimates deprecia- 
tion on busses on the basis of a 10- 
year life, but extends the life period 
of a particular bus to accord with the 
facts found on inspection and the his- 
tory of the bus. The Commission’s 
observation on the results of his meth- 
od with respect to cars applies also to 
busses; and the Commission reflects 
its conclusions accordingly. 

The other equipment in the inven- 
tory is treated by the witnesses in 
[15] 
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manner and by method similar to that 
respecting cars and busses; and the 
Commission’s conclusions are the same 
as stated for those classes of equip- 
ment. 

[85] An interesting feature of the 
depreciation determinations is the dif- 
ference in the methods of handling de- 
preciation with respect to engineering 
and superintendence. Sager’s method 
is to depreciate this item of cost (and 
the other overhead items), along with 
the structural items to which it at- 
taches and in corresponding percent- 
ages. Bennett, on the other hand, con- 
siders 75 per cent of the cost of en- 
gineering and superintendence to re- 
main always in the property as a 
whole, and, therefore, to be undepre- 
ciable. ‘This theory or principle re- 
sults in depreciating the total money 
in his estimate for this item by only 
8 ‘per cent. The Commission is of 
opinion that the Bennett method with 
respect to depreciation of engineering 
and superintendence leads to unrea- 
sonable results, and it is disapproved. 

The Commission concludes that the 
Sager method with respect to this and 
other overhead items should be and 
it is approved. See Re Texas Midland 
R. Co. (1918) 75 Inters. Com. Rep. 
1. 

Upon consideration of the record 
and reflecting what has been said 
above, the Commission finds the con- 
dition per cent of the depreciable prop- 
erty of the Capital Transit Company 
to be 58 as of December 31, 1935. 
This percentage when applied to the 
Commission’s finding hereinafter of 
cost of reproduction new produces 
cost of reproduction less depreciation 
for the property as of said date. 

25 P.U.R.(N.S.) 
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Land 


[36] The law and rule with respect 
to the valuation of lands in public 
utility cases has been long established. 
It is not the same as in condemnation 
cases where severance damages are 
frequently an element and where bene- 
fits to remaining areas are offsets. 
Bauman v. Ross (1897) 167 U. S. 
548, 42 L. ed. 270, 17 S. Ct. 966. 
The value upon which a public utility 
is entitled to earn is the fair value of 
the land “used and useful in the pub- 
lic service,” not the value of the thing 
“taken” for public purposes, as in con- 
demnation cases, where severance 
damages and offsetting benefits enter 
into the estimation. Therefore, com- 
pany witness Harold E. Doyle is in 
error when he states, “There are no 
two values,” and in his assumption 
that values for condemnation purposes 


and rate-making purposes are the 


same. His testimony that the values 
he has placed on the company’s lands 
in this case “are values which I would 
put if I were testifying in a condem- 
nation case,” shows that he has not 
followed the rule of value promulgat- 
ed by the Supreme Court in the 
Minnesota Rate Cases (1913) 230 U. 
S. 352, 57 L. ed. 1511, 33 S. Ct. 729, 
48 L.R.A.(N.S.) 1151, Ann. Cas. 
1916A, 18, and confirmed in Denver 
v. Denver Union Water Co. 246 U. S. 
178, 62 L. ed. 649, P.U.R.1918C, 640, 
38 S. Ct. 278, that in this class of cases 
the value to be assigned to lands is 
to be based upon the values of adjoin- 
ing and adjacent similar lands. 
Doyle’s values are his opinion val- 
ues, as to what the particular property 
is worth, what he could sell it for, and 
take into consideration the use to 
which the lands are put. He thinks 
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the railroad use “the best use to which 
this property could be put,” and he 
reflects “plottage’”’ or assemblage val- 
ue, to the extent of at least 10 per cent 
in his values. 

Witness Harry D. Scantlin, pro- 
duced by the Commission, pursues a 
different method. He follows the 
principle of the Minnesota Rate Cases, 
supra, and applies values based on the 
values of adjoining and adjacent simi- 
lar lands. In his total value Doyle 
includes lands not used and miscellane- 
ous physical property lands, as well as 
lands used in transportation service. 

There is no necessity to comment 
on the qualifications of the wittesses 
Doyle and Scantlin. Both could quali- 
fy before any court in the land. But 
their estimates of present value of the 
company’s lands as a whole must be 
placed on a comparable basis. 

Doyle states the total value for all 
company land in the District of Colum- 
bia to be $2,810,310. This includes 
all lands, not used as well as used. 
Doyle makes no segregation, but on 
the witness stand he pointed out areas 
owned but not used. Comparison be- 
tween Doyle’s Exhibit No. 28 with 
Scantlin’s Exhibits Nos. 15, 16, and 
17, shows that Scantlin includes as 
miscellaneous physical property not 
used for the convenience of the pub- 
lic large areas included by Doyle in his 
Exhibit No. 28, and that in addition 
Doyle included in his total $33,741 for 
lands which Scantlin has in neither 
classification. 

Scantlin’s present value of lands 
owned and used in transportation serv- 
ice is $1,738,998, and of miscellaneous 
physical property lands, $405,775. 
But the addition of these two figures 
to compare with Doyle’s total does not 
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give the proper picture. That is ob- 
tained only by deducting from Doyle’s 
total of $2,810,310, the amounts he 
has included therein for areas classi- 
fied by Scantlin as miscellaneous physi- 
cal property. They total $502,353. 
In addition there should be deducted 
$15,794 for lot 853, square 1299, and 
$17,947 for rights in public lands, 
which Doyle has included as owned 
and used lands and Scantlin has left 
out of his estimate entirely. In addi- 
tion, Doyle admits an error of $13,963 
in his computation for Tennallytown 
garage areas. Thus there should be 
deducted a total of $550,057 from 
Doyle’s $2,810,310, leaving $2,260,- 
253, to be compared with Scantlin’s 
$1,738,998, a difference between the 
two on a comparable basis of $521,- 
255. Most of this difference is due to 
value differences on the Georgia ave- 
nue bus garage, the M street shops, 


the East Capitol car house, the Eck- 
ington car house, the Columbia car 
house, the 4th street shops and garage, 
the 7th street car house, and the Navy 
Yard car house. 


A check with stipulated Exhibit No. 
66 shows that all areas above men- 
tioned and included by Scantlin as mis- 
cellaneous physical property, except 
the Georgia avenue garage area, were 
classified properly by him. Thus, the 
issue is narrowed to two parcels and to 
those referred to above as rights in 
public lands, and to variations in the 
units of value applied by the respective 
witnesses. 

With respect to the Georgia avenue 
garage area, the record shows that on 
valuation date this area was not used 
for transportation purposes, but was 
used as parking space in connection 
with the baseball park. It should be 
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classified as miscellaneous physical 
property. 

The areas included by Doyle at $17,- 
947, and above referred to as rights in 
public lands, should not be included 
as owned and used lands as the title 
is in the government, but should be in- 
cluded as rights in public domain at 
the amounts paid for them by the com- 
pany. The record does not show such 
actual costs, but in the Commission’s 
finding of final value it has given con- 
sideration thereto. Otherwise, the 
Scantlin figure of $1,738,998 for value 
of lands used and useful for the con- 
venience of the public is adopted. 


Working Capital 

[37, 38] This designation is in- 
tended to embrace material and sup- 
plies held for operating and mainte- 
nance purposes and invested cash re- 
quired for such purposes. Working 
capital is of course a property item and 
is includable in the rate base to the 
extent and in the amount of the com- 
pany’s investment therein as of valua- 
tion date. Though a company may 
need a large amount of cash for op- 
erating purposes, its need cannot be 
capitalized, but only its actual invest- 
ment. Therefore, the object in any 
case is to determine the amount of 
material and supplies and of cash that 
the company had actually invested in 
these items as of valuation date. 

Witnesses Heberle and Bennett for 
the company claim an allowance for 
working capital as follows: 


$396,714 


$981,361 


The first is the amount shown in 
the balance sheet as of December 31, 
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1935, and the cash item is one-twelfth 
of operating expenses for the year 
1935. The first amount contains some 
amount representing material held for 
capital purposes, and the second is 
clearly based on past experience in ex- 
penditures rather than on money ac- 
tually invested as of valuation date. 

Witness Guy M. Carlon for the 
Commission recommends an allowance 
for material and supplies held for op- 
erating purposes of $250,000, and fur- 
ther recommends that since the “aver- 
age amount of revenue collections nec- 
essary for the payment of expenses 
and taxes, collected in advance of 
such payments” was $421,933 for the 
year July, 1935—-June, 1936, no cash 
working capital be included in the rate 
base. His determinations and recom- 
mendations were based upon an analy- 
sis of the company’s experience. In 
determining whether the company had 
any amount invested in cash working 
capital, he used the process of what is 
sometimes referred to as “the lag 
method,” a method followed by the 
Interstate Commerce Commission in 
its valuation work, and approved by 
this Commission in Order No. 1341, 
Re Washington Gas-light Co, (1935) 
11 P.U.R.(N.S.) 119. 

The Commission finds that $250,- 
000 should be included in value for 
material and supplies, and that as of 
valuation date the company had no in- 
vestment in cash working capital. 


Franchise Costs and Development 
Costs in Connection with Costs 
of Reproduction 


The Commission has discussed these 
items in connection with historical cost 
and stated its conclusions. Except as 
indicated in its findings therein, noth- 
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ing will be included in cost of repro- 
duction or value for these items. 


Going Concern Value 


[39] Through its witnesses Heberle 
and Bennett, the company contends for 
the inclusion of an amount for going 
concern value, and they present as one 
measure of such value the sum of $3,- 
563,212, based in large part upon the 
Commission’s findings for develop- 
ment costs in Orders Nos. 338 and 
339, supra. 

The Commission recognizes that go- 
ing concern value is property, and as 
such must be included in any finding 
of value for rate-making purposes. 
But there is nothing mandatory that 
a specific sum should be allowed for 
going concern value. All that the 
law requires is that an allowance for 
such value be made either specifically 
or in some other manner. Des Moines 
Gas Co. v. Des Moines, 238 U. S. 153, 
59 L. ed. 1244, P.U.R.1915D, 577, 35 
S. Ct. 811; Denver v. Denver Union 
Water Co. supra. Cost of develop- 
ment was rejected as a measure of go- 
ing concern value in Galveston Electric 
Co. v. Galveston, 258 U. S. 388, 66 L. 
ed. 678, P.U.R.1922D, 159, 42 S. Ct. 
351, and is rejected by the Commission 
in this case. 

The Commission values the proper- 
ty of the company as a going concern 
with an assembled and _ established 
plant, doing business and earning 
money, and its finding of value reflects 
value for going concern as well as for 
the other elements of value established 
by the law of the land. 


Allocations 


The Commission’s findings hereinbe- 
fore made with respect to original cost 
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and cost of reproduction make no seg- 
regation of use of equipment as between 
the District of Columbia and Mary- 
land. The equipment of the company 
is used in part in Maryland. There 
is no direct testimony in the record 
with respect to the allocation that 
should be made, but the annual and 
period reports of the company were 
stipulated into the record by reference. 
Using such reports and determining 
therefrom a ratio based upon the earn- 
ings of the equipment in Maryland as 
compared to the earnings in the Dis- 
trict of Columbia, the Commission 
concludes that approximately 4 per 
cent of the value of the equipment 
should be allocated to Maryland, and 
its final value paragraph herein finds 
accordingly. 


Glen Echo Park and Other Maryland 
Property 


[40] The Capital Transit Company 
owns an amusement park or resort 
known as Glen Echo park, located at 


Glen Echo, Md. This amusement 
park is operated under lease from the 
company by the Glen Echo Amuse- 
ment Company, a wholly owned sub- 
sidiary of the Capital Transit Compa- 
ny. The company contends for the 
inclusion of the value of this property 
in the rate base applicable to the Dis- 
trict of Columbia, on the ground that 
the operation thereof is an aid and 
benefit to transportation within the 
District of Columbia because it in- 
creases or tends to increase the com- 
pany’s volume of passenger traffic and 
revenue. 

Paragraph 7 of the Act of Congress 
conferring jurisdiction upon this Com- 
mission limits its jurisdiction in valua- 
tion cases to property within the Dis- 
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trict of Columbia “actually used and 
useful for the convenience of the pub- 
lic.” Manifestly, the Glen Echo park 
property does not fall within this cate- 
gory. It is located in the state of 
Maryland, and, further, it is not in 
any sense transportation or public util- 
ity property used and useful for the 
convenience of the public within the 
purview of the act. The fact that it 
increases the company’s passenger rev- 
enues would not warrant its inclusion 
in the rate base. The Potomac park 
golf links, the public tennis courts, and 
Rock creek park, also served by the 
company’s bus lines, have a similar 
effect on company revenues. 

In a subsequent paragraph of this 
report further mention will be made 
of this amusement park property, and 
the estimates of the company’s en- 
gineers with respect thereto will be 
stated for the purpose of pointing out 
that in addition to the property valued 
by the Commission the company owns 
other properties not includable in the 
rate base for the District of Columbia. 


Final Value 


The value herein found, likewise the 
figures used with respect to the various 
elements, are as of December 31, 1935, 
and are for the property of the com- 
pany used and useful for the conven- 
ience of the public in the District of 
Columbia as of that date. 

The book cost of the property is 
shown in the record at $53,160,467. 
The actual original cost of the proper- 
ty is not ascertainable for reasons 
which have been stated. The Com- 
mission finds historical cost as nearly 
as practicable as such cost may be as- 
certained from the record to be $29,- 
25 P.U.R.(N.S.) 
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037,594. A materially smaller figure 
would represent historical cost less the 
depreciation actually existing in the 
property as of valuation date. This 
figure includes the cost of franchises, 
or rights of way referred to by the 
Commission as rights in public do- 
main, at $1,189,450, subject to the 
conditions stated in the body of this 
order. It includes also an unallocated 
amount for equipment of the company 
used for transportation purposes in 
Maryland, and also an_ unallocated 
amount for substation equipment and 
buildings in which used, and high-ten- 
sion cables and conduit lines owned by 
the Capital Transit Company but op- 
erated by the Potomac Electric Power 
Company for the furnishing and dis- 
tribution of electric power used by the 
Capital Transit Company. The cost 
of reproduction new and the cost of 
reproduction less depreciation of the 
property of the company used and use- 
ful in the service of the public in the 
District of Columbia, exclusive of 
lands and working capital, the Com- 
mission finds to be $37,492,711 and 
$21,745,772, respectively. These two 
latter amounts include an unallocated 
amount for equipment of the company 
used for transportation purposes in 
Maryland, and also an unallocated 
amount for substation equipment and 
buildings in which used, and high-ten- 
sion cables and conduit lines, owned 
by the Capital Transit Company but 
operated by the Potomac Electric 
Power Company for the furnishing 
and distribution of electric power used 
by the Capital Transit Company. The 
present value of lands used and useful, 


determined in accordance with the 
methods stated hereinbefore, is $1,- 
738,998; and the present value of 
rights in public domain, including the 
right to use the streets of the District 
of Columbia, stated at the cost of such 
rights, as nearly as the same may be 
presently ascertained from the record, 
the Commission finds to be $1,189, 
450. Working capital, including ma- 
terials and supplies, there being no 
cash investment of the company, the 
Commission finds to be $250,000. 

In addition to the property used 
and useful for the convenience of the 
public in the District of Columbia, the 
company owns properties in Mary- 
land, including Glen Echo amusement 
park, over which this Commission has 
no jurisdiction. The cost of reproduc- 
tion new and cost of reproduction less 
depreciation of such Maryland prop- 
erty is stated by the company’s en- 
gineers to be $1,645,557 and $1,147,- 
628,* respectively; and the value of 
the land of the company in Maryland 
is stated by its witness Doyle to be 
$711,995. The company owns also 
miscellaneous lands and physical prop- 
erty in the District of Columbia not 
used or useful in the service of the 
public and not included in the value 
found herein by the Commission for 
used and useful property of the com- 
pany as of valuation date. The cost 
of reproduction new for this miscel- 
laneous physical property in the Dis- 
trict of Columbia is stated by the com- 
pany’s engineers to be $685,608. Cost 
of reproduction less depreciation of 
this miscellaneous physical property 
would be $524,010.5 And the value 





4 This latter figure includes overheads es- 
timated by the Commission from totals stated 
in the Bennett Exhibit No. 19. 

5 Derived by applying to the Bennett esti- 
mate of cost of reproduction new for this 
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property the condition per cent relating to 
the property (less land at 100 per cent), in 
the District of Columbia and Maryland, as 
shown on Bennett’s Exhibits Nos. 2 and 19. 
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of the land of the company not used 
and useful for the convenience of the 
public in the District of Columbia is 
included by witness Doyle at $518,- 
147. 

After due and careful consideration 
of the record, of every element of val- 
ue which inheres in the property, and 
of all matters which have a bearing 
upon the value of the property as a 
going concern, the Commission finds 


the value, for rate-making purposes, 
of the property of the Capital Transit 
Company within the District of Co- 
lumbia used and useful for the con- 
venience of the public, as of Decem- 
ber 31, 1935, to be $24,000,000, in- 
cluding $250,000 for working capital, 
including materials and supplies. This 
value gives full consideration to and 
includes the element of going concern 
value in the property as of that date. 





INDIANA PUBLIC SERVICE COMMISSION 


A. E. Gordon, Chairman, Brotherhood 


of Locomotive Firemen and 


Enginemen et al. 


Vv. 


Pennsylvania Railroad 


[No. 13472.] 


Labor, § 2 — Jurisdiction of Commission — Competency of employees. 
The Commission has jurisdiction to determine who are and who are not 
competent employees of a railroad company under Chap. 58, Acts 1937. 


[September 9, 1938.] 


BS penta against railroad company alleging erroneous ap- 
plication of statute relating to competency of employee; 
company ordered to restore employees to service. 


¥ 


APPEARANCES: For petitioner: 
A. E. Gordon, State Chairman, Broth- 
erhood of Locomotive Firemen & En- 
ginemen, Indianapolis; Martin H. 
Miller, State Representative, Brother- 
hood of Railroad Trainmen, Indian- 
apolis; H. W. Pfenning, State Chair- 
man, Brotherhood of Locomotive En- 


gineers, Indianapolis; W. Eaton, Lo- 
cal Representative Brotherhood of Lo- 
comotive Engineers, Ft. Wayne; S. 
D. Power, Brotherhood of Locomo- 
tive Engineers, Ft. Wayne. For 
Pennsylvania Railroad: H. E. Zol- 
lars and Richard Teeple, Attorneys, 
Ft. Wayne. 
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By the Commission, Ryan, Exam- 
iner: On November 5, 1937, H. W. 
Pfenning, state representative of 
Brotherhood of Locomotive Engi- 
neers, A. E. Gordon, state chairman, 
Brotherhood of Locomotive Firemen 
& Enginemen, and Martin H. Miller, 
state representative, Brotherhood of 
Railroad Trainmen, filed a complaint 
with the Public Service Commission 
alleging erroneous application of Sub- 
section N, § 1, Chap. 58, Acts of the 
Indiana General Assembly, 1937, in 
that the Pennsylvania Railroad Com- 
pany refused to permit enginemen E. 
M. Osborn and T. J. White to contin- 
ue in engine service on its railroad in 
the state of Indiana. The company, 
through its superintendent, contends 
that the above-named employees are 
not competent employees as defined in 
Subsection N, § 1, Chap. 58, Acts 
1937, and the company further con- 
tends that to permit said employees to 
continue in service would be in viola- 
tion of the above-referred-to act and 
subject the company to a fine as pro- 
vided in the penalty section of the law. 

Complaint requests the Commission 
to investigate whether or not engineers 
Osborn and White are disqualified un- 
der Subsection N, § 1, Chap. 58, Acts 
1937. 

The Pennsylvania Railroad Compa- 
ny was furnished with the complaint 
and requested to make its position 
known to the Commission regarding 
the status of the employees. There- 
after, on November 29, 1937, the Pub- 
lic Service Commission was in receipt 
of aletter from the Pennsylvania Rail- 
road signed by J. H. Cooper, super- 
intendent, Ft. Wayne division, holding 
that the Pennsylvania Railroad took 
the position that the two employees 


named were not competent employees 
under the provisions of the act re 
ferred to. On December 3, 1937, a 
letter was again addressed to the 
Pennsylvania Railroad in answer to 
the communication of November 29th, 
stating that there appeared to be a 
difference of opinion between the com- 
plainants and said Pennsylvania Rail- 
road regarding the qualifications of 
the two named employees and stating 
that the Public Service Commission 
will be required to conduct an investi- 
gation and examination to determine 
the qualifications of the employees as 
defined in the act. On December 20, 
1937, the Pennsylvania Railroad Com- 
pany answered communication of De- 
cember 3rd over the signature of its 
superintendent, Mr. J. H. Cooper, re- 
spectfully suggesting that there is no 
issue presented by the complainants 
which comes within the jurisdiction 
of the Commission by the statute. On 
December 27, 1937, the following in- 
terested persons: the Pennsylvania 
Railroad, by Mr. J. H. Cooper, super- 
intendent, Ft. Wayne, Indiana; Mr. 
A. E. Gordon, state chairman, Broth- 
erhood of Locomotive Firemen & En- 
ginemen, Indianapolis, Indiana; Mr. 
Martin H. Miller, state representative, 
Brotherhood of Railroad Trainmen; 
Mr. H. W. Pfenning, state chair- 
man, Brotherhood of Locomotive En- 
gineers, Indianapolis, Indiana, were 
notified that the proposed investiga- 
tion and examination scheduled to be 
held in the superintendent’s office, Ft. 
Wayne, Indiana, January 12th, 1938, 
would be held in the Allen county 
courthouse, Ft. Wayne, Indiana, on 
February 23, 1938, at 2 P. M. 


The investigation was held in the 


Allen county courthouse in Ft. 
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Wayne, Indiana, at 2 p. M., February 
23, 1938, with appearances as above 
noted. At the opening of the hearing 
two motions were filed by the Penn- 
sylvania Railroad Company, respond- 
ent in the above-entitled cause, setting 
out four reasons why petition should 
be dismissed. Motions follow, to wit: 

“Before said Commission: 

“Comes now the Pennsylvania Rail- 
road Company and respectively moves 
the Commission to dismiss the petition 
of said petitioner for the reason: 

“1. That said Commission is with- 
out jurisdiction in the premises. 

“2. That the Act of 1937, Chap. 
58, page 306, is a penal statute relat- 
ing to the unlawful employment of in- 
competent or inefficient men in train 
and locomotive service, in accordance 
with the rules and regulations of the 
Pennsylvania Railroad Company. 
That said petition does not show on 


its face a violation of the provisions 
of said act. 


“3. For the reason that said act 
does not provide that the Commission 
has any jurisdiction to determine the 
fitness or unfitness of trainmen em- 
ployed by the railroad company ex- 
cept wherein said railroad company 
has employed and maintained in serv- 
ice men in violation of the provisions 
of said act. 


“4. For the reason that there is no 
question before the Commission for 
its determination relative to the viola- 
tion of any of the provisions of said 
act by the Pennsylvania Railroad 
Company.” 

“Before said Commission: 

“Comes now the Pennsylvania Rail- 
road Company and respectively moves 
the Commission to dismiss the petition 
of said petitioner for the reason: 
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“1, That said Commission is with- 
out jurisdiction in the premises. 

“2. That the Act of 1937, Chap. 
58, page 306, is a penal statute relat- 
ing to the unlawful employment of 
incompetent or inefficient men in train 
and locomotive service, in accordance 
with the rules and regulations of the 
Pennsylvania Railroad Company. 
That said petition does not show on its 
face violation of the provisions of 
said act. 

“3. For the reason that said act 
does not provide that the Commission 
has any jurisdiction to determine the 
fitness or unfitness of trainmen em- 
ployed by the railroad company ex- 
cept wherein said railroad company 
has employed and maintained in serv- 
ice men in violation of the provisions 
of said act. 


“4. For the reason that there is no 
question before the Commission for 
its determination relative to the viola- 
tion of any of the provisions of said 
act by the Pennsylvania Railroad 
Company.” 

The Commission, having consid- 
ered motions by the attorney for the 
respondent railroad company, believes 
and finds that the Commission has 
jurisdiction of the premises regarding 
the services and qualifications of the 
employees and that in addition to 
Chap. 58, Acts 1937, being a penal 
statute it is also a regulatory and ad- 
ministrative statute, and that if a 
railroad company had incompetent em- 
ployees that the Commission has juris- 
diction ; therefore, it does have juris- 
diction to say who are and who are 
not competent employees after a due 
examination and investigation. There- 
fore said motions are overruled. 

The evidence introduced showed 
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engineer T. J. White has been em- 
ployed by the Pennsylvania Railroad 
in the capacity of fireman from Octo- 
ber 1, 1889, to March 18, 1904, and 
as anengineer from March 18, 1904,to 
present date, in road and yard service; 
that he underwent a physical examina- 
tion by the Pennsylvania Railroad 
yearly; that his last examination was 
on November 1, 1936; that he contin- 
ued in service until June 1, 1937; that 
he laid off from duty Decoration Day, 
1937, and upon his return to duty he 
was informed by the crew dispatcher 
that he would have to see someone 
else in authority before he could re- 
turn to work; that he was informed 
by Mr. J. H. Cooper, superintendent, 
Ft. Wayne division, Pennsylvania 
Railroad, that he was taken out of 
service because of the Full Crew Law 
and he could not be kept in service be- 
cause of such law; that he had never 
received any complaints from his fel- 
low workmen or any of the operating 
officers of the railroad regarding his 
work ; that he had passed color exam- 
ination sufficiently to work. 

Edward M. Osborn stated that he 
had been employed by the Pennsyl- 
vania Railroad Company in continu- 
ous service as a locomotive fireman 
from February, 1901, to March 18, 
1904, and as an engineer from March 
18, 1904, up to present time; that he 
was notified verbally by the road fore- 
man of engines, Mr. Allen, that he 
did not meet requirements of the law, 
and was barred from working after 
May 31, 1937; that he received a com- 
plete physical examination during the 
month of May; that he received an 
examination every month; that he had 
not received any complaints from any 
of the officers regarding his services 
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because of his vision, nor did he from 
any of his fellow employees. 


An investigation and examination 
was held by the Public Service Com- 
mission representatives to ascertain 
the perception of the sight of the men 
under working conditions. The in- 
vestigation was held in the Ft. Wayne 
yards of the Pennsylvania Railroad 
by Mr. John F. Ryan and Mr. Joseph 
H. Riley, inspectors of the Public 
Service Commission, on February 23, 
1938. Both men were examined as to 
day color signals, namely, red, white 
and green flags, at 35- to 50-car lengths 
away from the signaling. Mr. White 
and Mr. Osborn both called the signals 
made and the colors of the flag when 
they were displayed by the inspector 
at each distance. Tests were made as 
to the ability to read time card and 
book of rules and both men passed 
the tests. At 8p. M. on February 23rd 
like tests were made consisting of red 
lantern, white lantern, and blue lan- 
tern, switch lights, and aspect signals. 
The aspect signals were located at 
one-half and three-quarter mile. The 
signals were changed by trains run- 
ing past them and the men called the 
position of the signals immediately 
upon any change. Both men were 
tested regarding the different posi- 
tions of switch lights at 30-car lengths 
and 40-car lengths. The switch lights 
were yellow, green, and red. The sig- 
nals were called properly, at each time 
the switch was thrown, by both men. 
Hand signals were given by red lan- 
tern and a white lantern. The blue 
lanterns were placed in different parts 
of the yard and signals were given 
which the men were able to distin- 
guish. Weather conditions were clear 
and cool. 
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The Commission, having considered 
the evidence and the report of the in- 
vestigation made by its representa- 
tives, finds that engineers E. M. Os- 
born and T. J. White are able to read 
and understand time card and book of 
rules of the Pennsylvania Railroad; 
are able to read ordinary handwriting 
in the English language; are able to 
speak, hear, and understand the Eng- 
lish language, to see and understand 
the signals required by the book of 
rules of the carrier governing the op- 
eration of locomotives and trains of 
said carrier, and that they are com- 


petent employees as defined by § 1, 
Subsection N, Chap. 58, Acts of the 
Indiana General Assembly, 1937, and 
are able and well qualified to perform 
their duties as locomotive engineers, 
and that they should be restored to 
the service of the Pennsylvania Rail- 
road, and it will be so ordered. 

It is therefore ordered by the Public 
Service Commission that the Pennsyl- 
vania Railroad Company restore to 
service Mr. E. M. Osborn and Mr. T. 
J. White, both competent employees, 
to the same service they held prior to 
May 31, 1937. 





UTAH PUBLIC SERVICE COMMISSION 


Re Telluride Power Company 


[Investigation Docket No. 1.] 


Rates, § 174 — Factors considered — Property value. 
1. A determination of fair value is a prerequisite in the determination of 
the reasonableness of rates, p. 236. 

Rates, § 159 — Reductions —- Benefits — Encouragement of use. 
2. Consideration should be given to the various classes of customers and 
types of service rendered by a company in making rate reductions, with 
the view that the greatest possible benefits and the increased use of energy 
will follow, p. 237. 

Payment, § 22 — Time allowance after billing. 
3. An electric utility was required to grant to customers a period of fifteen 
days from date of billing in which to make payment without penalty, 
p. 238. 

Payment, § 53 — Penalty for slow payment. 
4. Reduction of a penalty for slow payment from 10 per cent to 5 per cent 
was ordered, p. 238. 

[September 15, 1938.] 


| clap s060N of rates and practices of an electric utility; 
rate reduction and changes in billing practices ordered 
during further investigation. 
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By the Commission: The first task 
confronting the present Public Service 
Commission when it assumed office 
April 1, 1937, was to dispose of two 
major rate cases involving The Moun- 
tain States Telephone and Telegraph 
Company and the Utah Power and 
Light Company. Litigation in these 
two cases had extended over a period 
of years, and had cost the utilities in- 
volved and the people of the state an 
enormous sum of money. 

From the experience gained in these 
two cases, and supported by the opin- 
ions and practices of other regulatory 
bodies, the Commission is convinced 
that formal proceedings before the 
Commission and litigation in the 
courts should only be resorted to after 
every effort has been made to arrive 
at a satisfactory solution of utility 
problems by the informal conference 
method. By using this method, the 
usual long delay and enormous ex- 
pense can be avoided, and the interests 
of the public be more adequately and 
expeditiously served. Accordingly, 
the Commission has adopted the pro- 
cedure of making thorough prelimi- 
nary investigation of the properties, 
rates, and practices of utilities. After 
the completion of these investigations, 
conferences with the proper officials 
of the utilities are held, to effect the 
determination of various factors re- 
lating to valuations, rates of return, 
rate schedules, and rules and regula- 
tions satisfactory to the Commission. 
Thus the public and the utility are 
spared the expense and delay of for- 
mal investigation. However, the 
Commission will institute formal rate 
and valuation cases when the available 
facts, or the failure to get satisfactory 
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responses from the utilities, would ap. 
pear to justify such procedure. 

[1] One of the first steps in ascer- 
taining the reasonableness of rates 
charged by a utility for its service is a 
determination of the fair value of the 
properties of the utility used and use- 
ful in rendering service to the public. 
General Order No. 34, adopted by the 
Commission in March, 1937, requires 
that electric utilities reclassify their 
property accounts on an original cost 
basis. Since it is a prerequisite in the 
determination of the reasonableness 
of rates, that fair values be arrived at, 
and since an inventory and reclassifica- 
tion of accounts become necessary by 
reason of the adoption of the uniform 
system of accounts, the Commission, 
after having made a preliminary inves- 
tigation of the physical properties and 
accounts of the utility, has required the 
utility to proceed immediately to take 
an accurate inventory of its physical 
properties and to reclassify its ac- 
counts at the earliest possible date in 
compliance with General Order No. 
34. 

Following the preliminary investi- 
gation and pending the completion of 
the inventory and reclassification, it is 
the practice of the Commission to or- 
der a substantial rate reduction if such 
an order appears justified. Obviously, 
it is impossible to determine an exact 
valuation of the properties of the util- 
ity prior to the completion of the in- 
ventory and reclassification, and there- 
fore any factors which may be used to 
determine whether or not there should 
be a reduction in rates pending the 
completion of the investigation are in 
no sense final. Similarly, the reduc- 
tions ordered are in no sense final as 
to the maximum reductions eventually 


236 





RE TELLURIDE POWER CO. 


to be determined upon following the 
ascertainment of fair value. 


The procedure above outlined has 
been followed in the investigation of 
the rates and practices of the Telluride 
Power Company. 

The Telluride Power Company is 
the second largest electric utility op- 
erating in the state of Utah, and 
serves electrical energy to a population 
of approximately 25,000 persons in 
Beaver, Garfield, Piute, Sevier, San- 
pete, and Millard counties. The com- 
pany operates four hydro plants, the 
two largest being located on the Bea- 
ver river. Customers are served by 
an interconnected system of approxi- 
mately 343 miles of transmission line 
and 285 miles of distribution line. 
Panguitch being independent of the 
interconnected system, is served by 
hydro, Diesel, and gasoline generating 
units. 


The company’s property account 
shows a slow growth from the year 
1932, and the ratio of operating reve- 
nues to fixed capital was larger in 
1937 than for any previous year dur- 


ing the 1922-1937 period. The 
amount of energy sold by the company 
has increased successively during re- 
cent years, the amount sold during 
1937 being larger than any previous 
year since the company has been op- 
erating. The company appears, in the 
main, to be rendering reliable service 
to its customers. 

On December 21, 1937, the Public 
Service Commission advised the Tellu- 
tide Power Company by letter that an 
informal investigation of the rates, 
rules, properties, and practices of this 
company would be undertaken by the 
Commission. Subsequently, Mr. Eu- 
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gene H. Merrill, our chief engineer, 
made a rather thorough survey of the 
physical properties of the Telluride 
Power Company, and Mr. Elliot L. 
Kimball of our accounting department 
spent several months checking the 
books and records of the company. 
The conclusions at which we arrive in 
this report are based on the written 
reports of these members of our staff, 
as well as on information contained in 
our files and records and information 
obtained through conferences with of- 
ficials of the company. The Commis- 
sion is convinced from this informa- 
tion that, pending the completion of 
the inventory and reclassification of 
accounts, and the final determination 
of a definite fair value of the proper- 
ties of the Telluride Power Company 
used and useful in the service of the 
public, the Commission is justified in 
ordering certain rate reductions. As 
heretofore stated, the reductions to be 
ordered and the factors used as a basis 
for said reductions are in no sense 
final. It is understood by all con- 
cerned that when the inventory and the 
reclassification have been completed, 
an effort will be made to arrive at a 
fair value of the properties of the 
Telluride Power Company, and when 
such value has been agreed upon by 
the conference method, or by litigation 
if the conference method should fail, 
such further adjustments in rates as 
the facts justify will be ordered by the 
Commission. 

[2] The Commission is of the opin- 
ion that in making rate reductions, 
consideration should be given to the 
various classes of customers and types 
of service rendered by the company 
with the view that the greatest possible 
benefits and the increased use of ener- 
25 P.U.R.(N.S.) 
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gy will follow. After having carefully 
analyzed all the company’s rates and 
the classes of service rendered, it ap- 
pears advisable at this time that the 
larger portion of the reductions should 
be made effective for residential 
users. 

[38, 4] During recent months, the 
Commission has made an investigation 
of the utilities that serve the territory 
adjacent to that served by this com- 
pany, and as a result of that investiga- 
tion, has ordered the period for the 
payment of bills after they are ren- 
dered and before they become delin- 
quent to be extended to fifteen days 
and the penalty for nonpayment in the 
15-day period to be reduced to 5 per 
cent. The Commission is of the opin- 
ion that the tariffs of this company 
now on file with the Commission 


should be modified in order to make 
them similar in this respect to the pro- 


visions and tariffs of other electric 
companies operating in this state. 

Based upon the foregoing consider- 
ations, 

It is therefore ordered, that the com- 
pany shall immediately file with the 
Commission new schedules containing 
the following provisions, which will 
effect a reduction of approximately 
$18,000 in the gross revenue of the 
company, such schedules to become ef- 
fective with respect to all meter read- 


ings or other billings made on and aft. 
er September 1, 1938: [Schedules 
omitted. ] 

Ordered further, that all bills ren. 
dered after September 1, 1938, shal} 
grant to the customer a period of fif- 
teen days from the date of billing in 
which to make payment, and the penal- 
ty for nonpayment within the 15-day 
period shall be reduced to 5 per cent 
in lieu of the present 10 per cent. 

Ordered further, that the company 
file with the Commission a schedule 
for irrigation pumping, canceling the 
present flat rate schedule, and provid- 
ing rates revised downward for users 
having an unfavorable load - factor, 
effective for the 1939 irrigation pump- 
ing season. 

Ordered further, that the company 
proceed with the utmost dispatch and 
complete not later than October 1, 
1939, an accurate inventory of its 
physical properties, used and useful in 
the service of the public, and reclassify 
its accounts in accordance with Gen- 
eral Order No. 34. 

Ordered further, that the company 
begin immediately to make studies to 
ascertain proper depreciation rates for 
its depreciable properties, and make 
the results of such studies available to 
the Commission not later than Decem- 
ber 31, 1938. 
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PUBLIC UTILITY COM. v. CATHERINE & BAINBRIDGE STS. RY. CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Public Utility Commission 


The Catherine & Bainbridge Streets Rail- 
way Company of Philadelphia 


[Complaint Docket No. 11625.] 


Public utilities, § 34 — Nonoperating lessor company — Power to regulate rates. 
1. The Commission has jurisdiction over the rates of a company chartered 
to operate as a street railway company although it has leased its facilities 
and franchises and is at present a nonoperating utility, in view of the 
statutory definition of a public utility as including a corporation which owns 
or operates facilities for transporting passengers as a common carrier, 


p. 240. 


Commissions, § 26 — Jurisdiction — Company in reorganization proceeding. 
2. The Commission has jurisdiction to regulate the rates of a street rail- 
way company notwithstanding the fact that the company is involved as 
an “additional debtor” in reorganization proceedings under the provisions 
of § 77B of the Federal Bankruptcy Act, subject to jurisdiction of the 


Federal court, p. 240. 


[September 13, 1938.] 


| Sy eter and investigation upon motion of Commission to 
determine reasonableness of street railway rates; petition to 
dismiss complaint refused. 


By the Commission: On April 25, 
1938, Pennsylvania Public Utility 
Commission instituted the instant in- 
quiry and investigation upon its own 
motion for the purpose of determining 
the fairness, reasonableness, and just- 
ness of the rates and charges of The 
Catherine and Bainbridge Streets Rail- 
way Company of the city of Philadel- 
phia, with attendant order that the in- 
quiry and investigation include con- 
sideration of the imposition of tem- 
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porary rates under the provisions of 
§ 310 of the Public Utility Law, and 
further concomitant order that a copy 
of the order of inquiry and investiga- 
tion be served upon said The Catherine 
and Bainbridge Streets Railway Com- 
pany of the city of Philadelphia, re- 
spondent, and that the case be set down 
for hearing upon due notice of the 
time and place thereof to said respond- 
ent. Subsequently, June 15, 1938, re- 
spondent filed with the Commission a 
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petition to dismiss the aforesaid com- 
plaint and rescind the order therein 
contained, and the matter is now be- 
fore us for disposition of this petition. 

[1, 2] The petition questions the 
jurisdiction of the Commission. Re- 
spondent contends that, although it 
was chartered to operate as a street 
railway company, and pursuant there- 
to secured franchises from the city 
of Philadelphia, it has leased its facili- 
ties and franchises ; is at present a non- 
operating utility, having no rates or 
fares affecting the public; and, there- 
fore, is not subject to regulation. This 
contention ignores the statutory defini- 
tion of a public utility, as including a 
corporation which owns or operates 
facilities for transporting passengers 
as a common carrier. Further objec- 
tions by respondent on constitutional 
grounds do not, we think, require dis- 
missal of this complaint. Respond- 


ent’s argument that it is within the 
exclusive jurisdiction of the Federal 
court is fallacious. 


The Commission has given plenary 
and careful consideration to the argu- 
ments advanced by respondent, and is 
of the opinion that they are untenable. 

Respondent is a public utility within 
the provisions of the Public Utility 
Law, and our authority to institute 
and proceed with the present inquiry 
and investigation is clear. 


Proceeding in accordance with the 


clear policy and definite standards se 
forth in the Public Utility Law, the 
Commission is exercising the police 
power of the commonwealth under 
legislative sanction. Procedure in the 
instant case is therefore unaffected by 
the fact that respondent is participat- 
ing as an “additional debtor” in reor- 
ganization proceedings, under the pro- 
visions of § 77B of the Federal Bank- 
ruptcy Act; therefore, 

Now, to wit, September 13, 1938, it 
is ordered: That the petition to dis- 
miss the complaint be and is hereby 
refused. 


Note: Similar rulings were made by 
the Commission in Public Utility Com- 
mission v. Citizens Passenger R. Co. 
(Pa.) Complaint Docket No. 11626, 
Sept. 13, 1938; Public Utility Commis- 
sion v. Continental Passenger R. Co. 
(Pa.) Complaint Docket No. 11627, 
Sept. 13, 1938; Public Utility Commis- 
sion v. Empire Passenger R. Co. (Pa.) 
Complaint Docket No. 11628, Sept. 13, 
1938; Public Utility Commission vy. 
Fairmount Park & H. Passenger R. Co. 
(Pa.) Complaint Docket No. 11629, 
Sept. 13, 1938; Public Utility Commis- 
sion v. Frankford & S. P. City Passen- 
ger R. Co. (Pa.) Complaint Docket No. 
11630, Sept. 13, 1938; Public Utility 
Commission v. Green & Coates Streets 
Philadelphia Passenger R. Co. (Pa.) 
Complaint Docket No. 11632, Sept. 13, 
1938; Public Utility Commission v. 
Peoples Passenger R. Co. (Pa.) Com- 
plaint Docket No. 11633, Sept. 13, 1938. 
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ACCEPTANCE! 


ngineering executives purchase equipment on demonstrated performance. That 
ulcan Soot Blowers are on the preferred list of engineers who buy because 
{ demonstrated lowest maintenance sound engineering and the ruggedest con- 
ruction ever built into Soot Blowers, is evidenced by the following partial list 
{ representative contracts installed or sold in 1937. 





Allis Chalmers Co. ......c.00- West Allis, Wis. 
Ames, City of Ames, lowa 
Atlantic Refining Co. ...........4- Atreco, Texas 
Baltimore Transit Co. ........... Baltimore, Md. 
Bethlehem Steel Co. ....... Sparrows Point, Md. 
Chain Belt Company Milwaukee, Wis. 
Columbia E ling & Stamping Co. , Terre Haute, Ind. 
Container Corporation Carthage, Ind. 
Continental Diamond Fibre Co. ....Newark, N. J. 
Crosley Radio Corporation Cincinnati, Ohio 
Eldora Gold Mines Port Hope, Ontario 
Elgin, Joliet & Eastern R. R. Co 

Formica Insulating Co. .......... Cincinnati, Ohio 
Globe Steel Tubes Co. ......... Milwaukee, Wis. 
Hamilton Coke & Iron Co. ....... Hamilton, Ohio 
Helwig Silk Dyeing Co. ....... Philadelphia, Pa. 
Hudepohl Brewing Co. ......... Cincinnati, Ohio 
Jose Arechabala Socied Cardenas, Cuba 
Kaukau Sugar Co. .........-6- Honolulu, Hawaii 
Kendall Refining Co. ............. Bradford, Pa. 
Keystone Public Service Co. ........ Oil City, Pa. 
Latonia Refining Co. ...........05. Latonia, Ky. 
Lehigh Portland Cement Co. ...... Oglesby, Ili. 
McAndrews & Forbes Camden, N. J. 
M Street Heating Plant Washington, D. C. 








MacSim Bar Paper Co. .......... Otsego, Mich. 
Mendocino State Hospital ....Mendocino, Calif. 
Metropolitan Edison Co. .........-.+. Reading, Pa. 
Municipal Power Plant Rochester, Minn. 
N. Y. State Electric & Gas Co....Dresden, N. Y. 
Ohio Power Co. .......--.002. Windsor, W. Va. 
Pennsylvania Electric Co. ........-- Sewart, Pa. 
Ralston Purina Company Battle Creek, Mich. 
Republic Oil & Refining Co. ....Texas City, Texas 
Republic Steel Co. ........--2eee- Thomas, Ala. 
Rochester & Pittsburgh Coal Co.....Lucerne, Pa. 
Schervier Hospital 

Sherwood Refining Co. ..........-- Warren, Pa. 
Sloan Blabon Co. ...........- Philadelphia, Pa. 
A. E. Staley Mfg. Co. ........200- Decatur, Ili. 
Thilmany Pulp & Paper Co. ...... Kaukauna, Wis. 
Tide Water Power Co. ...... Wilmington, N. C. 
Timken Roller Bearing Co. ....... Columbus, Ohio 
United Refining Co. .........eee0es Warren, Pa. 
U. S. Military Academy West Point, N. Y. 
Vacuum OW Ca. .ccccccccccese Paulsboro, N. J. 
Village of Hinsdale Hinsdale, Ill. 
Washington Gas Light Co.....Washington, D. C. 
Westinghouse Elec. & Mfg. Co...Mansfield, Ohio 





Vulcan Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
equipment thirty-three years of experience; 
built by highly skilled engineering and plant 
personnel of long service, using the highest 
type material that hard exacting service has 
demonstrated is the most practical for its 
purpose. The result is trouble free, long years 


of service, making unnecessary frequent ser- 
vicing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top con- 
dition. Just ask the Vulcan Sales or Field En- 
gineer WHY Vulcan build into their equip- 
ment the most rugged, trouble free, lowest 
maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Utility Pushes Appliance Sales 
In Middle West Campaign 


ign yp confidence that a prolonged 
period of improving business is ahead, 
Wendell L. Willkie, president of Common- 
wealth & Southern Corporation, recently in- 
timated that future development of this com- 
pany would involve large scale expansion in 
the Middle West. 

Appliance promotion programs have been 
launched by Commonwealth & Southern 
operating companies in Pennsylvania and Ohio 
and also by the Consumers Power Co. in 
Michigan. 

The appliance sales drives are similar to 
that now being conducted by Consolidated 
Edison Co. in New York, being codperative 
with dealers. The Edison program is featured 
by the sale of packages of several small ap- 
pliances, whereas Commonwealth & Southern 
is featuring larger equipment, especially re- 
frigerators. It was announced that the re- 
tail stores of Commonwealth & Southern will 
build inventories to more than $3,000,000 of 
appliances compared with a present inventory 
of $1,500,000; but this will represent only a 
fraction of the contemplated business. Dealers 
are expected to sell one and one-half times 
as much in the drive as will be sold by the 
company. 


Meter Company to Distribute 
Raybould Couplings 


BO crviceeae gel has been made of the ap- 
pointment of the Pittsburgh Equitable 
Meter Company of Pittsburgh, Pa., as sole 


Raybould Coupling—Screwed Type. 


distributor for Raybould Couplings and Fit- 
tings, manufactured by the Raybould Coupling 
Company of Meadville, Pa. Grover E. Sea- 
berg, manager of the coupling and fitting 
division, will direct sales for the meter com- 
pany. 


The Raybould Coupling is a patented article, 
said to furnish an extremely simple and leak- 
proof method of joining plain end pipe. It is 
described as consisting of two resilient com- 
pression rings, metal bushed at either end, en- 
cased in two flanges or follower rings which 
bear against a center ring acting as a spacer 
between the flanges. The compression rings 
provide the sealing medium while the flanges 
sustain all the mechanical forces applied in 
tightening up the coupling. In sizes smaller 
than 3 inches the flanges consist of two com- 
pression nuts and the coupling is fastened by 
tightening these nuts on a threaded center ring, 
Larger sizes employ long track head bolts and 
nuts to draw up the two flanges. 

In the Raybould Coupling design, the com- 
pression rings are metal bushed at either end 
to definitely confine and retain them in their 
prescribed area. 

Features claimed for the Raybould Coupling 
are (1) Designed for high pressures, the 
ability of the pipe being the limiting factor. 
(2) Design provides greatly increased coup- 
ling grip on the pipe. (3) Contents of pipe 
cannot contact with or deteriorate compression 
ring. (4) Provides sustained grip over an in- 
definite period of time. (5) Joint is not af- 
fected by normal expansion, contraction or de- 
flection of pipe. (6) Small diameter or out- 
of-round pipe does not affect coupling joint. 
(7) Does not require any sizing operations on 
ends of pipes to maintain close tolerances. (8) 
Requires fewer bolts. (9) Only three major 
parts to handle in field assembly (bolts ex- 
cepted). (10) Minimum millivolt drop be- 
tween pipe and coupling eliminates electrolytic 
action. 

For complete information write Pittsburgh 
Equitable Meter Company, 400 North Lexing- 
ton Avenue, Pittsburgh, Pa. 


Utility Sales Activities Require 
Accurate Records 


\ X 71TH the increasing merchandising activity 

by utilities in the sale of equipment an 
appliances, business forms assure a greater 
importance, and the accurate, speedy, efficient 
recording of all transactions becomes highly 
essential, 

This calls for the installation of adequate 
business systems, and the scientific design of 
business forms to minimize the task of writ- 
ing; to provide copies for every interested 
department; to safeguard customer and clerk. 

The Indianapolis Power and Light Company 
employs three series of sales orders, all iden- 
tical in copy, size and number of parts, dis- 
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tinguished from one another by color of paper 
and letter prefix to serial number. 

(Series A)—Used for transcribing contracts 
and order forms received from field salesmen. 
Printed on pink paper. Serial prefix “A.” 
These forms are typewritten over an Egry 
Speed-Feed. 

(Series B)—Used for transcribing order 
forms received from salesmen in the appliance 
store. Printed on canary paper. Serial prefix 
“B.” These forms are handwritten on an 
Egry Register System. 

(Series C)—Used for transcribing orders 
from non-sales employees, especially during 
sales contests, etc. White paper is used, with 
“C” prefix. These forms are typewritten over 
an Egry Speed-Feed. 

Further details of the operation of this sys- 
tem may be obtained from The Egry Register 
Company, Dayton, Ohio. 


Miniature Steel Plant Added 
To J. & L. Laboratory 


HROUGH use of a miniature steel plant, the 

first of its kind in the steel industry, a 
unique approach to research is being made in 
the new research and development laboratory 
of the Jones & Laughlin Steel Corporation, 
Pittsburgh. 

Here steel-making facilities, such as an open 
hearth furnace, heat treating furnaces and roll- 
ing mills of pilot plant size are used in con- 
junction with extensively equipped chemical, 
physical and metallographic laboratories in a 
direct approach to solving the problems of 
steel quality. 

This pilot plant of small manufacturing 
units will be used to investigate, with complete 
technical control, the various methods of steel- 
making on a basis that enables the ready ap- 
plication of new and improved practices in the 
big furnaces and mills of the production de- 
partments. 

In the past, it has been the general practice 
to conduct research by a laboratory procedure 
which resulted in advancements being made in 
research faster than they could be tested and 
applied in the mills. 
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The J & L research and development depart- 
ment overcomes this handicap by combining 
the research laboratory with an assembly of 
development equipment to form this unusual 
laboratory in which steel-making practices can 
be studied on a small scale resembling mill 
conditions so that when new or improved prac- 
tices are turned over to the mills, they are 
certified to be commercially practicable, In 
addition, the staff is working to develop new 
designs for furnaces which give promise of 
bettering the quality of steel. 

The research and development division is 
under the direction of H. W. Graham, general 
metallurgist, which insures that the attention 
of the research staff, under H. K. Work, 
manager, is directed toward current problems 
and facilitates the coordination of their work 
—— the metallurgical departments in the 
mills. 


Barber Announces New Series 
Round Conversion Burners 


HE Barber Gas Burner Company of Cleve- 
land, Ohio, manufacturers of gas con- 
version burners and burner units for gas ap- 
pliances, announces a new series of round con- 
version burners in 8 sizes, designed on a new 


Fig. 1. Burner set at smallest diameter. 


Barber “expansion principle,” with a suff- 
cient range of flexibility in diameter to fit 
properly almost any round furnace or boiler. 

This development is a notable improvement 
in Barber’s complete line, and assures the 
proper size burner for each particular furnace 
or boiler. The No. 324 round burner illus- 
trated herein is adjustable in diameter to fit 
grate dimensions from 18 in. to 20% in. 

In Fig, 1 the burner is set at smallest 
diameter, ready for installation in boiler. How 
the installer swings the 2 units, connected to 
outer control lines, outward to required 
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An International Industrial Tractor hauling a tremendous load, typical of the heavy-duty work these tractors are called 
on to handle. Working either alone or with in-built equipment, International Tractors are capable of powering a great 


vatiety of jobs. 


Bank on the Reputation of 
INTERNATIONAL Industrial Tractors 


Great working capacity, low-cost opera- 
tion and maintenance, long life — these 
make investment in International Indus- 
trial Tractors unusually profitable. The 
tougher the job the greater the need for 
International TracTracTors (crawlers) 
and Wheel Tractors. These International 
Harvester quality products are engi- 
neered in every detail to give plus per- 
formance and to cut costs to the bone. 


Solve your tractor problems with In- 


ternational. If you need sure-footed 
crawler power, specify TracTracTors— 
available in five models for gasoline and 
Diesel operation. International Wheel 
Tractors are built in five models, from 
the small, compact Model I-12 to the big 
Model ID-40 Diesel. 


Investigate International Industrial 
Tractors—ask the nearby International 
Industrial dealer or Company-owned 
branch for a demonstration. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 


180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTER 
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40 INDUSTRIAL PROGRESS (Continued) 


diameter, is shown in Fig. 2. Fig. 3 shows the 
burner assembly spread to maximum diameter. 
Short nipples are furnished for boilers, longer 
nipples for furnaces. 


SPAN-FLAME JET 


Fig. 2. Swinging burner units outward. 


A real advantage to gas companies and 
equipment dealers, is that furnaces and boil- 
ers can be properly fitted from a smaller stock 
than heretofore. Baffle plates are easily 
trimmed to fit final burner size—baffles as fur- 
nished fit maximum diameter. 

This principle of flexibility has been ap- 
plied to the entire line of Barber round burner 
assemblies, and the diameter and adjustment 
for each particular model are clearly shown in 


Fig. 3. Burner at maximum diameter. 


the new Barber catalog 38, which will shortly 
be ready for distribution, a copy of which will 
gladly be sent on request to the manufacturer, 
the Barber Gas Burner Company, 3704 Su- 
perior Avenue, Cleveland, Ohio. 


Defense Chief Sees Utility 
Plant Boom 


Ferns business is to be enormously 
stimulated, government officials asserted 
October 28th, by the $2,000,000,000 expendi- 
tures to which the power utilities have com- 
mitted themselves. 

These expenditures are to spread over two 
years and are to be made as a part of a general 
expansion of electrical facilities proposed and 
promoted by the National Defense Power 
Committee in line with the government’s re- 
armament program. 

Louis Johnson, Assistant Secretary of War 
and chairman of the defense committee, stated 
that the first step in that direction was taken 
upon receipt “of definite commitments on the 
part of the utilities companies in the nation’s 
strategic war material centers.” 

These commitments, he added, mean the 
placing of “immediate orders for turbo genera- 
tors, boilers, and auxiliary equipment totaling 
1 000, 000 kilowatts of generating capacity.” 

The cost of this equipment and of the dis- 
tribution facilities that go along will’ be ap- 
proximately $1,000,000,000 a year for two 
years, $500,000,000 or more of which already 
has been contracted for. 

Cities which will profit most heavily from 
these expenditures are Baltimore, Birming- 
ham, Boston, Bridgeport, Buffalo-Niagara 
Falls, Chicago, Cincinnati, Cleveland, Detroit, 
New York, Philadelphia, Pittsburgh, Roches- 
ter, St. Louis, Schenectady and Washington. 

Some of the money needed by the utilities 
will probably be borrowed from the RFC. 
How much was not indicated, but in his state- 
ment, Mr. Johnson said: “It is understood that 
statutes already in effect would permit gov- 
ernment agencies to give assistance, if neces- 
sary, in financing the national defense pro- 
gram for electric power expansion in appro- 
priate cases.” 


National Accounting Conference 
Plans Completed 


LANS for the Second National Accounting 
P tees of the electric and gas indus- 
tries, to be held under the joint sponsorship 
of the Edison Electric Institute and the 
American Gas Association, have been substan- 
tially completed. The Conference will be held 
at the Palmer House, Chicago, Illinois, De- 
cember 12, 13 and 14, 1938. 

The number of participants in the Confer- 
ence is expected to exceed 1,000, making the 
largest group of utility accountants ever to 
assemble in the United States. 

The general session of this year’s joint con- 
ference will be confined to matters relating 
to the broader aspect of accounting in the gas 
and electric industry. The principal themes 
are to be, first, accounting economies; sec- 
ond, ethics and accounting personnel trainings 
third, depreciation and plant accounting pro 
lems. 
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TRANSFORMERS 





7500 Kva 
3-phase 
Water Cooled 
Furnace Type 


Some of your largest customers who operate electric fur- 
‘ naces depend upon Pennsylvania Heavy Duty Transformers 
for this important service. 


Bulletin 340 which illustrates Pennsyl- 
vania Power Transformers will be gladly 
supplied upon request. 


TRANSFORMER CO. 


L7Ole-ISGAND. AVENUE, _ ns: 


PITTSBURGH ¢ PENNA. 
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CARPENTER LIGHTS 


ANNOUNCE TYPE ‘"'T&T'' 


YOU OWE YOUR MEN 
THE BEST THERE IS 


FASTER—BETTER 
LINE REPAIRS 


A 10 ft. spread of light atop a 40 ft. pole 
or a 20 ft. floodlight circle. 


USES 2 *6 Dry Cell Batteries 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND AND REPAIR CAR SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO.—CAMBRIDGE, MASS. 


IC 2 (1AM 11 SOIL LISSA ISTAL ALLO 
Only a STANLEY ELECTRIC HAMME 


HAS THE Free-Thrown Plunge 


Only Stanley Electric 

Hammers have the free- 

thrown plunger that lets 

loose the full power of every 

blow. That’s one reason 

you get more work and 

more hours of work from a 

Stanley Electric Hammer. 

Catalog 65 describes two Stanley Electric Hamme 
with capacities of 144” and 2” in concrete. Shows mai 
other superior features that make these tools outstand 
ing. WRITE FOR YOUR COPY TODAY! o 
YOUR STANLEY DISTRIBUTOR TO DEM 
JUST PLUG INTO ANY AC OR DC LIGHT STRATE THe rocLs--cor cae or TORE 
SOCKET AND YOUR STANLEY ELEC- — 
TRIC HAMMER IS READY TO OPERATE = STANLEY ELECTRIC TOO 


The Stanley Works, New Britain, Conn “ 


un, STANLEY ELECTRIC TOOLS <4 
v “COST LESS PER YEAR” A 





ovember 10, 1938 


Public Utilities Fortnightly 








...and that means the end of restricted high 
price coal buying . . . ask any user. Today with 
Stowe Stokers you can buy the coal that repre- 
sents lowest cost per B.t.u. laid down in your 
storage yard ... with entire confidence. . . re- 
gardless of its analysis or burning character- 
istics. 

Stowe Stokers of similar construction are 
burning, at high efficiency, the entire range of 
fuels from 5% Ash Pocahontas slack to the 
high ash low fusing coals found west of the 
Mississippi River. They permit operators to 
change from one coal to another as strikes, 
fires, fluctuating mine prices, and changing 
rail, water and truck rates make one coal or 
another the more advantageous to burn. 

New, modern and characterized by impartial 
observers as the greatest forward step in 





mechanical firing in the last 10 years, Stowe 

Stokers will simplify your operations . . . permit 

the use of a less costly furnace construction . .. 

reduce by 50% the carbon loss in the ash... 

minimize draft problems and the stratification 

of gases, and provide other efficiencies and 

economies so great that one user reported: 

“The savings I have effected with Stowe 

Stokers are so great I could not afford to use 

other types even if they were given to me free.” 
More complete details and a fully illustrated 

and descriptive catalog will 

be sent on request. Send for 

a copy. It will pay you to 

investigate Stowe Stokers’ 

many exclusive features for 

either new or modernization 

projects in your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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COULDNT PASS UP 
DODGE TRUGKS 
AT THESE PRIGES’ 


says Edward C. Reif, Berwyn, Ill. 


“Famous Dodge Quality 
At Today’s Price Means 





Big Savings” 


Say Buyers Everywhere 


ANY truck buyers are sur- 

prised when they find out 

how easy it is to buy a new 

nagtisen Dodge truck right now. See your 

e 9 Si Dodge dealer at once. 


This adverti: t end d by the Engi- 
sistas oe ee, ee ann of 
; sag eae is me rysler Corporation, anufacturers oO 
DODGE 1%-TON STAKE—133’ W.B. with 9 foot Dependable Cars and Trucks. 
body and 159” W. B. with 12 foot body—Many 
extra-quality features make it today’s big truck 


value. See your Dodge dealer. ™ « 
ET TER 
LIBERAL BU ancien 


hem. 

rating Dodge tru available tot 

prone on eat one liberal terms made p IN DETR 
° 


Included) 
oo Not 
“——™ - 5 oe Federal Taxes. 


%-TON & 4 7 ~~ CHASSIS 
’ LBASE 
- CHASSIS 134-Ton Chassis and W.B 


eee - $600 ke—133 
Ton Pick fee — Stake—159" 
A ane fi i les 
i Ton Express t bumper, spare tire shea rices. FOR 
Price includes Fron iudes rear bumper. t correspondingly Dot dg DEALER. 
and tube. “Also %,2 and 3-ton, 8t Coun NEAREST D 
Other models of 5 te dur LOCALITY SEE ¥ 
DELIVERE 








SEE YOUR DODGE DEALER TODAY 
FOR A “SHOW-DOWN” OF VALUE 
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inter and Summer BARCO Hammer per- 
ormance records .. . at busy street inter- 
. . . on inaccessible rural electrifi- 
ation jobs . . . in flooded areas and on 
now blocked streets . . . have conclusively 
proved that it's an amazing time- and 
oney-saver. Because the BARCO is 
ompact, it never blocks traffic. Stowed away in the back 
of a car or a corner of a truck, it can be taken to any lo- 
ation quickly and cheaply. In many cases fuel costs on street 
obs will be less than a quart of medium grade gasoline plus 
a small amount of oil. 


Send for full data on the record of this portable, powerful 
ool in the public utility field. 


ARCO MANUFACTURING COMPANY 


1803 W. Winnemac Ave., Chicago, Illinois 








AGG 
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Partial List of 
BABCOCK & WILCOX BOILERS 
Ordered During the Past Few Years for 
58 Central Stations 


June 1, 1938 





saw 
Boiler 


Neme 35 i ds i eo -*, Seppe 
perenne Station 33 4 £ if i co. re Width 


HIGH-HEAD BOILERS 
EEmmonweckth Edison Co. Fisk 412,500 1450 910 Yes 34,800 23,900,000 
ad gies Elm St, 360,000 900 875 Yes 98,950 18,500,000 
Devion Fower & Light Co. Millers Ford 375,000 900 Yes 39,200 25,400,000 
South Meadow 400,000 835 Yes 25,400 20,100,000 

‘ 225,000 900 Yes 32,200 21,000,000 
Lovtovitie Geo & Electic Co Canal St, 285,000 750 Yes 17,130 16,700,000 
Papnongehele West Penn Pub. Ser. Co. Rivesvitie 362,000 M5 Yes 41,500 33,200,000 
ern Sebald Buzzard Point 375,000 835 Yes 43,600 24,200,000 


Yee Ler agg Co. Springdale 525,000 935 Yes 45,800 36,000,000 


priltemsbeaph Power Plont Corp. Williamsburgh 575,000 830 Yes 35,600 29,000,000 
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CROSS-DRUM BOILERS 
Sicase, Dietiet Elec. Gen. Co, State Line 500,000 850 Yes 33,400 15,250,000 
Chicano Disuict Elec. Gen. Co, State Line fs ee 850 Yes 33,500 15,300,000 


Philedelohie, Peo Co Richmond 600,000 850 No 29,700 26,900,000 


Public Service Co. of Indiana 
Sony Fees tig 180,000 725 No 35,100 11,300,000 


Rocky Mout, Meee 725 No 51,600 9,800,000 
ose “edabe 740 No 18,400 11,000,000 
620 No 31,000 4,300,000 


750 Yes 47,300 14,700,000 
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ni |ne 
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910 Yes 51,500 17,800,000 
910 Yes 51,200 18,100,000 





Fi 
ei 


Sleg-Tep No (AA) 


9 
™ 
= 
te: 
= 





£ 


Sles-Tep Ne (A) 
qreBase est (AA) 


900 Yes 31,600 26,600,000 
900 Yes 30,500 23,000,000 
940 You. 0.200 36,700,000 qresase No (AA) 
825 Yes 33,000 24,800,000 arepeee Yest (AA) 
950 Yes G-31,900 21,700,000 Se,Qi 4, fale = No (AA) 
950 Yes G-31,900 21,700,000 $e. =o, os Situ No (AA) 
950 Yes G-31,900 21,700,000 Se Si ase sis, No (A) 

950 Yes 27,000 33,800,000 Pel wrest yes 1938 


<a -)\-[Haln, 
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fi 58 Central Stati 








Name : f 3 Z B.t.u. /He. 
and ; ; 2 Per Per 
Address of Purchaser Station ee Cu. Fe = Ft. Width 


STIRLING BOILERS (Std. and Special) 


Debolt Edinen Co. cae — / 16,000 17,100,000 


ad 1 apie James Reed 900 14,500,000 


of Kensas Ci 
Sn Cy, Raness Quindaro 9,580,000 


isiana Steam Generating Corp. i : bs 
ro hag “AS nerating Louisiana O0-25,600 1ees0-000 


New Orleans Peblic Service, Inc. Market St 0-860 19,550, 
New Orleans, La. z Steam Elec. S390 20,720,000 


Waser Ohio — Mahoningside , 16,400,000 
Sound, Past eae Ce: Seward 12,500,000 
Public oa Company of Colo. 15,500,000 


Denver, Col 
8,250,000 















































Toledo Edison Co, 
Toledo, Ohio 


INTEGRAL-FURNACE BOILERS 
Albuquerque bey A tee Co 











Arkansas Pose a ud Co. 
Little Rock, Ark, 

Town of Braintree 

East Braintree, Mass. 

Central Arizona Light & Power Co. 
Phoenix, Ariz. 

Cumberland County Power & Lt. Co. 
Biddeford, Maine 

















Dalles <i & Light Co. 
Dalias, Tex 

Fort Dodge Gas & Electric Co. 
Fort Dodge, lowa 

Hawaiian Electric Co. 
Honolulu, T. H. 

lowa Public Service Co. 
Waterloo, lowa 














Cla Nacional de Electricided, S. A. 
San Louis Potosi, Mexico 

Pacific Gas & Electric Co. 

Eureka, Calif, 

Pacific Gas & Electric Co. 

Oakland, Calif, 

Portland General Electric Co. 
Portland, Ore. 

Public Aegy Co. of Colorado 




















St, Joven Ry. Lt, Heat & Pwr Co. 
st, Joseph, M 
an Diego -— ry Electric Co. 
San Diego, Calif. 
Southwestern Electric Co. 
'uco, Texas 

















ae ee 


le. 
'ueson Gas, Elec. Lt. & Power Co. 
jucson, Ariz. 
_Bidee Hamiatng Co. 100,000 











O—With Oil Fue! *—Future Pulverized Coal. 
**—Future Pulverized Petroleum Coke. 
(A}—Not Yet Under Construction. 
(AA)}--Under Construction as of June 1, 1938, 





THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET NEW YORK, N. Y. 


& WILCOX 
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What Do They Say about 
TODAY’S TAYLOR STOKER? 



























"They are appealing to 
us because of their com- 
pactness, ruggedness, 
flexibility, minimum 
stack discharge, quick 
response to load demand, 
and efficiency." 

















er 
aay tr’ Saeist actory: " 














AN expression of basic satisfaction runs 


through all of these statements from users of "Our experience, thus far, 


and tests conducted on var- 


today’s Taylor Stokers. These statements of fous coals have convinced 
satisfaction result from the fundamental of gre fuel ———- 
fobr]y . o* 3 y, and because o s 
reliability of Taylor Stokers. Essentially it is Funtate utes on tawe an. 
just this type of over-all satisfaction that is ready realized very attrac- 
responsible for the increasing number of Taylor tive savings in fuel costs." 








Stoker installations in prominent industries, 


institutions, and municipalities throughout the Du 
world. ~ to th 
@ Jess le Nat 
fe | 





Today’s Taylor Stoker is the result of many 
years of constant research and development on 
the part of A-E-CO engineers. It is well worth 
your careful investigation. Call in one of A-E- 
CO’s representatives and get the FACTS! 











The A-E-CO Stokers,, Water “Cooled = — availability 
Taylor Stoker|  jicists, worine beck Awl S been very hy eector 
UNIT aries, Hele-Shaw Fluid Power. gh, 











AMERICAN ENGINEERING COMPANY €3 








PHILADELPHIA, PA. @ IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. @ 


a 
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Sette PRODUCTS... 
because CITIES SERVICE knows your problems! 











C ITIES Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢¢ ¢ + ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P.M. Eastern Standard Time. 


oS ENTE ON 
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From its very beginning Pittsburgh Equitable has consistently appropriated 
every available scientific means to maintain the high character of its products 
—in design and manufacture—and to extend the scope of their applicability. 


Skilled chemists and versatile research engineers, many of whom have grown 
up with the meter industry, are constantly at work in the chemical and physical 
laboratories in our own plants testing and seeking better raw materials and manu- 
facturing processes for EMCO products. At their command are all the resources 
possible for an industrial plant to provide. Nevertheless, the desire for still greater 
and faster progress has impelled us to acquire even more highly specialized re- 
search facilities. 


A Fellowship on Meter Technology has, therefore, been established by 
Pittsburgh Equitable at Mellon Institute for Industrial Research. The incumbent 
of this Fellowship is an able scientist—a man of broad technical training and prac- 
tical experience here and abroad in relevant fields of chemistry—a recognized 
authority on synthetic plastics; and he will, of course, have the cooperation of other 
specialists in the Institute. Among the first projects to be investigated is the de- 
velopment of materials suitable to replace the present variable and unsatisfactory 
leather diaphragms used in gas meters. 
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NEW, APPROVED, IMPROVED 











SERIAL N& 


Approveo For Sartry In Ain 





PERMISSIBLE UNDERWRITERS C) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 
GROUP D- INCLUDING 
GASOLINE ~ PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 
NATURAL GAS 


Approvat N° 60S I NaTionat Carson Co,INc 
Ano Mernane Mixtures New YorK.NY. 








INDUSTRIAL 


Turse new “Eveready” focusing spotlights for use in explosive, 
gaseous atmosphere bear the inspection labels of both the U. S. 
Bureau of Mines and the Underwriters’ Laboratories. They are SAFE 
‘under the dangerous atmospheric conditions listed on the label. 

The new “Eveready” Safety Flashlights are of high quality semi- 
hard rubber reinforced with brass, with unbreakable, plastic lenses, 
special protected lamp and hand-replaceable, heavy-duty slide 
switch with positive “off” and ‘“‘on” positions. Hexagonal heads 
prevent rolling, ring-hangers add to convenience. 

“Eveready” Safety Flashlights resist water, oils, greases, gaso- 
line, alcohol, acids, alkali, are non-conducting and proof against 
impact and dropping. 





Guard wire holds lamp in 
spring-loaded socket. Should 


lamp-base, instantly opening 


guard wire. 











‘li 


wll 


Tim Sn 
a 


bulb break, spring ejects NATIONAL CARBON COM PANY, INC. 
electric circuit and thrusting General Offices: New York, N. Y., Branches: Chicago and San Francis 
ae oagpiat Gating Unit of Union Carbide ([i§ and Carbon Corporation 

‘The word “Eveready” is the trade-mark of National Carbon Co., lac. 


— 
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Now they can do this 


Out for the day — while the range works away, 
aking perfect cookery easy as play 


BECAUSE every factor in the gas industry has looked forward, worked forward, 
moved forward steadily. The utility companies have brought gas to more and more millions 
of homes. The range manufacturers have transformed their product, added immeasurably to its 
appearance and its efficiency. The equipment manufacturers have given their enthusiastic support, 
supplied mechanical innovations which made rapid progress possible. 2» Robertshaw is proud 
to have had a share in this great promotional movement, to have actively promoted not just 
heat control but the modern range which it helped to create. The future will bring new oppor- 


tunities to us all, and Robertshaw will continue to help the industry make the most of them. 


The Robertshaw engineering staff 
stands ready to assist in the working out 
of any problems which relate to heat 
control and its effective employment. 


ROBERTSHAW 


THERMOSTAT COMPANY 


YOUNGWOOD PENN 
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Pressure Type | easy operation 
1-Gallon iagien rapid discharge 


Fire ae long range 


Extinguisher a large capacity 


Here is the big brother that comes to the rescue of the little fellow 
when he's trying to handle something beyond his capacity. 


Wherever there are big buses, trucks, gasoline pumps, electric loco- 
motives, transformers, panel boards, and large rotary units, this one- 
gallon pressure-operated Pyrene extinguisher offers greater pro- 
tection. 


Speed and force of application are important in fire fighting. Give 
the valve of this extinguisher a quarter turn and a strong stream dis- 
charges one gallon of vaporizing liquid in 55 seconds. 


Make sure that you have enough Pyrene one-gallon extinguishers to 
back up your smaller equipment. Write for folder No. 22. 


a 


rene A lanufacturing Compan' 


NEWARK NEW JERSEY 


ATLANTA é \ CHICAGO 
RANSAS CITY “Tne SAN FRANCISCO 
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SUPER-DREDNAUT 
GOGGLES 


WITH 


“Deep Curve”’ 


~~ 








LENSES 


Provide 
“MAXIMUM” 
Eye Protection 


Makes no difference what the mechanical opera- 

tion may be—whether it is grinding, chipping 

or whatnot—Super-Drednaut Goggles, fitted 

with Super-Drednaut Deep Curve Lenses can 

provide MAXIMUM eye protection for your 

workmen. 

Super-Drednaut Lenses, deep curved for 

ADDED strength have proven through tests, 
long wear and hard usage 
that they provide a 
greater strength, greater 
resistance to hard blows than any other form of lenses, 
which greatly lessens the number of eye injuries. 
Super-Drednaut is the ONLY goggle that embodies ALL 
THREE of the following features— 
Non-Rubber Headband—which contains no rubber, yet 
maintains the necessary tension indefinitely. 
Self-Adjusting Nose Bridge—which instantly and auto- 
matically adjusts itself to any size or shape of nose. 
Super-Drednaut Deep Curve Lenses—the curvature of 
which tends to prevent the glass from being driven into 
mi eye, should the lens become broken from a terrific 

ow. 
CATALOG NO. 10-A ONLY curved lenses can provide MAXIMUM eye pro- 
Send for it TODAY tection. Send for a Super-Dreadnaut TODAY and try it. 


THE SAFETY EQUIPMENT SERVICE COMPANY 


Buell W. Nutt, President t3 1230 St. Clair Avenue, Cleveland, Ohio 


Manufacturers of a icine: Line of Accident-Prevention Equipment 


ein sdin die ici ee 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly November 10, 1933 


Rate Changes! ¥ 








THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The 100 cu. ft. of gas billed are entered on the adding machine. A tape is 
prepared of all items and a consumption total accumulated, which serves as a 
control. At the same time—by this single operation—the bill count for each 
100 cu. ft. of gas step is made by the electrically controlled registers. 











A continuance of frequent rate changes, and the pressing need 
for current data on customer usage is causing many Operating 
and Holding Companies to use R & S One-Step Method for 
analyses, and compilations required for scientific rate making. 
Costs have been greatly reduced. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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GRINNELL ADJUSTABLE PIPE HANGERS 


| ter He. 
on 








"5 POINT SUPPORT” 
For Power And Heating Supply Lines 


1. Rapid Installation 3. Easy Maintenance 


2. co. Adjustment During and After 4. Full Provision For Expansion and 
ipe Erection Contraction 


5. Stock Hangers and Supports To Hang Any Piping 


Grinnell offers a complete range of standard Sagging is corrected, even distribution of 
pipe hangers and supports to hang any piping _ weight is secured easily, quickly and accurately. 
any place—all scientifically designed, Write for Catalog 8, describing the complete 
tuggedly built, accurately threaded. With line. Grinnell Company, Inc., Executive Offices, 
Grinnell hangers, adjustments may be made Providence, R. |., Branch offices in principal 
AFTER the piping is erected. cities. 


GRINK i 


e» WHENEVER PIPING IS INVOLVED... 
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Marshalling the facts— 


Interpreting issues 


and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 





Just Published 
Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 
James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 
and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 

571 pages, 6 x 9, $4.00 





: This book does the job of research for the man who wants 
Chapter Headings a full, detailed picture of the regulation situation. It is a 


Regulation before the Estab- correlation and analysis of facts from laws, records, court 
P rg of —— hg er decisions, the literature, and other sources that have a bear- 
Regulation by State’ Com- ing on the case. It represents the complete, integrated story 
missions é —the history, the extent, the significance, the trend, of public 
ae of Accounting and utility regulation in the United States. 
Rate Regulation ‘ : : : 
_. Valuation of Public Util- You will appreciate the pertinently critical discussion of : 

—the emergence of regulation and its development through the state 


Fair Return 
. Depreciation commissions pattern 


- Regulation of Service —the problems of state versus local regulation 

- ine - Seoursey Issues —the issues involved in regulation of accounting and reporting, rates 

- Regulation o olding Com- and valuation for rate-making, rate of return, depreciation, service, 
panies security issues, etc. 

. The Federal Government and x A i d 
the Public Utilities —the expanding role of the Federal Government in utility control, ani 

. Regulation of Motor Transpor- its value in terms of the possibilities of sounder regulation 
tation ; —Governmental experiences in undertaking power projects and pro- 

. Federal Regulation of Inter- moting rural electrification 

state Commerce in Gas and —their significance as instances of national economic planning 


Electricity é is 

. National Power Policy and the —the issues of governmental versus private ownership 
Federal Power Commission 

x a ee Projects 

. Rura ectrification Order from 

- Federal Regulation of Com- f 


ydaeank Ginnie PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. C. 


— 
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Where electrical loads are heavy, reduce mechanical loads with 


light weight Ccon Claminu (Bus an 


Where bus bars must handle heavy loads, 
Alcoa Aluminum channel bus not only 
provides the necessary current carrying 
capacity, but also has the mechanical 
strength to withstand short-circuit stresses, 
and the ability to dissipate heat. Because 
it weighs less than half as much as other 
materials of similar conductivity, the lay- 
out is greatly simplified. 

With Aluminum bus of any type—flats, 
tubular, channels or angles—less burden is 
placed on supporting structures. Supports 


can be more widely spaced and many econ- 
omies in design and erection are possible. 
Standard fittings and construction methods 
are employed with Aluminum bus bar. 

Long life is assured because Aluminum 
is highly resistant to the corrosive attack 
of the atmosphere and many chemicals. 
Our engineers will be pleased to assist in 
selecting the Alcoa Aluminum bus bar 
best suited to your needs. ALUMINUM 
Company OF America, 2134 Gulf Building, 
Pittsburgh, Pennsylvania. 


ALCOA:> ALUMBTN UM 
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Made in 
METALS and ALLOYS 


demanded 
by your 


requirements 


=, 


/ Se PERFECT 





In the selection of Nordstrom Lubricated Valves you may 
choose the most desirable metal including all-iron, Nordco Steel, 
Bronze, Mercoloy, Aluminum, Aluminum Bronze, Nickel Bronze, 
Silicon Bronze, Brass, Stainless Steel and Nickel. Included are 
such corrosion-resistant alloys as: Monel, Everdur, Ilium, Duri- 
met, Enduro and Hastelloy. Request Bulletins. Products— 
Nordstrom Valves; Emco Gas Meters and Regulators; Pitts- 
burgh Liquid Meters. 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 





Main Office: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphi Columbi 
Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. Canadian 
Licensees: Peacock Brothers, Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., 
Newport, Shropshire, England. 


NORDSTROM VALVES 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Premaning Company, Lid. 


ERECTORS OF TRANSMISSION LINES 
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if you are interested, naturally 
you will want to know 


1° What the product is you are to sell, and 
why it is better than the “substitutes” 
proposed? 


2° Who will be interested in buying? Is 
there a market for it among the men 
and women you know? 


3 ¢ What “resistance” will you meet? 


4° What will be your compensation? 


The “Sales Manual” photo- 
graphed above answers these questions. 
If you are interested in taking on the 


job of helping to bring about in your 


own community a better understanding 
of business, get in touch with your 
Chamber of Commerce, or Trade As- 
sociation, or write Nation’s Business 
for an explanatory pamphlet,—no ob- 
ligation. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and: contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 
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SE Rel cenreauzep SERVICE 


Jee R.& I.E. centralized Service for the 
hole job — complete substation design 
nd equipment. There is a big advantage 
n putting the entire problem under one 


esponsibility. 


In R. & I. E., the Public Utilities have 
ound engineering ability to cope with 
very outdoor and indoor switching prob- 
em. Here are complete design and manu- 


acturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 


perience, 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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GOOD 
INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be 
found in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 











All Types 


PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions 
appraisals, valuations, special reports, investigations, design and construction. « « 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS ¢ VALUATIONS ¢ REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO - MILWAUKEE - NEW YORK + WASHINGTON ~- And Other Principal Cities 








oxox FOLD, Bacon s Davis, anc. ax case 


CONSTRUCTION £ ineers APPRAISALS 
OPERATING COSTS nig! INTANGIBLES 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS 


CONSULTING ENGINEERS 
Appraisals, investigations and re- Oat eee 
ports, design and supervision of con- DESIGN AND SUPERVISION—VALUATIONS 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 


EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 


REGISTERED IN INDIANA AND NEW YORK Ann Arbor Michigan 
’ 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS ._,_, in connection. with : 
rate inquiries, depreciation, fixed capital 


814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 














EDWARD J. CHENEY SPOONER & MERRILL, INC. 


ENGINEER Consulting Engineers 


Public Utility Problems Design—Supervision of Construction 
—Reports—Examinations—Valuations 


$1 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Ill. 
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and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T. E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


os LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In additioh, see the 
newmoviecalled “The InsideStory,”’ which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Cailing” 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCON Y-VACUUM 


OIL COMPANY, INCORPORATED 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE DIVISION - MAGNOLIA PETROLEUM COMPANY 
CHICAGO DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY © GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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. New RIBBID No. 65RP 
AY Pp ec di @Fs with plate type workholder. 


pipe threading... 


ugged new RIZEAID No. 65R 
ll-Steel Malleable-Alloy, Die 
tock, with drop-forged hardened 
pol-steel cam plate, threads 4 
zes of pipe with 1 set of chaser — en 


ies. Your choice of 2new mis- =”? "#* workbolder. 


ake-proof workholders. 


New strength and durability through- super-efficient tool you'll take work- 
out. Quick automatic setting to size 
saves time and chaser expense. Two ; \ 
speedy work-holders, both practically °f easier, better threading, at lower 


automatic—no bushings. A modern cost. Ask your Supply House. 


manlike pride in. Buy it—for quick- 


THE RIDGE TOOL CO., ELYRIA, O. 


rl Ge [f(b PirPe TOOLS 
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“And we.can match our men in Pilickers; job 
for job, risk. for.risk, devotion for devotion, 
against any in thé world, in a contest in which 


man does not draw his brother’s blood.” 
The New York Times, Sept. 23, 1938 


The recent floods and hurricane in the East 
have again written, the word “loyalty” into the 


history of the electrical industry, And.much of 


the writing. was in praise of power-company 
men, loyal to. their,company, loyal to thé-mil- 
lions'to whom eleétric sefvice is vital. Every 
day brings more stories of their Work-—4 
small’ substation completely... built ts equipped 
with new transformers, 2 ‘and in service Just ten 
hours after its predecessor had been washed 
away-— emergency connectiogis’ for countless 
hospitalsy telephone conipan ies, pumping sta- 
tions, sewage-disposal plants Figs Site he i in 
clearing fallen lines: : 


“extra’”’ 


Behind ‘these men, @ften alongside them, were 
General Electric méf and materials. Materials) 
carried by plane, train, boat, ‘truck, Met who! 

waded, paddled, flew, drove, to damaged 
equipment. Engineers in boots. Factories.work- 
ing around the’ clock: The entire facilities of 
General. Electric inmotion to help. 


That General Elécttic’ was in a position to a 
sist is a résult Of y8ars of wise purchasing by 
electric-service = an For it was ‘their 
support of Genergk Electric products whith 
helped us expan Eour facilities to be always’ 
ready with. 'servic@k—when it is needed and) 
where it is needed. Stith service is ‘on: of they 
benefits whith.come\ to you with 
your purchases of*General -Blectricveq: | pment. - 


GENERAL €9 ELECTRIC 





